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LEGISLATIVE BILL 1124

Approved by the Governor April J.1, 1984

Introduced by Revenue Committee, Carsten, 2,
Chaj.rperson; Hefner, 19; Landis, 46;
Pappas, 42;.Lundy, 36; Sieck, 24;
Hannibal, 4; for the covernor

AN ACT relating to revenue and taxation; to amend sections
77-377 .04, 77-2707, and 77-2733, Reissue
Revised Statutes of Nebraska, 1943, and section
77-27L6, Revised Statutes Supplement, 1983; toredefine an acti to provide for statutoryconstruction; to provide a tax on corporationsas prescribed; to define terms; to provide
povers and duties; to harmonize provisions; toprovide for severability; to provide anoperative date, to repeal the original sectionB,
and also sections 77-2?35 to 77-2752, Reissue
Revised Statutes of Nebraska, 1943, and sectj.on
77-2734, Revised Statutes Supplement, 1983.

Be it enacted by the people of the State of Nebraska,

Section 1. That section 77-377.O4, Rej.ssue
Revised Statutes of Nebraska, 1943, be amended to read as
foIIowB:

77-377,04. A coLlection agency entering into acontract vritfr the Tax Commissioner for the collection ofdelinquent taxes pursuant to sectj-ons 77-377.O1 to77-377.04 agrees that it is receiving income from sourcesvrithin this state or doj.ng business in this state forpurposes of the Nebraska income tax and fraaeh*gc tax lawspursuant to section 77-2733 or 71-2?34i rcspcctiveilysection 5 of this act.
Sec. 2. That section 77-2701, Reissue RevisedStatutes of Nebraska, 1943, be amended to read as follows:77-2701. Sections 77-27OL to 77-27,135 and

sections 4 to 18 of this act shall be knolrn and may be cited
as ttre Nebraska Revenue Act of 1967t reference to
thi s wou include

2 34
to of this act.

Sec. 3. That section 77-27L6, Revised Statutes
Supplement, 1983, be amended to read as follows:

77-2716. (1) There. shall be subtracted from
federal taxable income interest or dividends on
obligations of the United States and its territories andpossessions or of any authority, commission, or
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instrumentality of the United States to the extent
includable in gross income for federal income tax purposes
but exempt from state income taxes under the Iaws of the
United States- The amount subtracted under the provisions
of this subsection shalI, except as provided in
subsections (2) to (6) of this section, be reduced by any
i.nterest on indebtedness i.ncurred to carry the obligations
or securities described in this subsection; and by any
expenses incurred in the production of interest or
dividend income described in this subsection to the extent
that suctr expenses, including amortizable bond Premlums,
are deductible in determining federal taxable income'

(2) For taxpayerB corporations subject to the
tax under oubseetien (2) of 3eeti6n ?7-?]31 section 5 of
thls act, in Iieu of the reduction for expenses contained
in subsectj.on (1) of this section, there shall be added to
federal taxable incomeT the investment interest expense
incurred by the taxpayer corporation to purchase and
maintain exempt securities as determlned under subsection
(3) of this section.

(3) The investment interest expense provided in
subsection (2) of this section shall be determined by (a)
dividing ttre taxpayerls corporation's average investment
in exempt securities by the Eixpayer!e corporation's
average total assets and multiPlying such rati-o by the
corporationr s t axpayerls total interest expense and (b)
subtracting any j.nterest disallowed under 26 U.S.c-
sections 265 and 291.

(4) As used in this section, unless the context
otherwise requires:

(a) Exempt securj.ties shall mean the obligations
that earn income exempt from taxati.on under subsection (1)
of this section or under 26 U.S.C. section 1O3;

(b) Average investment in exempt securities
shall mean the average of the aggregate tax basis in exempt
securj.ties at the beginning and ttre end of ttre taxable
year;

(c) Average total assets shall mean the average
of the aggregate tax basis in total assets at the beginning
and end of the taxabLe year; and

(d) Total interest exPense shall mean the total
interest expense allowed as a deduction in conputing
federal taxable lncome plus any j.nterest disallowed under
26 u.s.c. sections 265 and 291.

(5) Whenever it is necessary to proPerly reflect
the ratio of investment in exemPt securities to total
assets, the Tax Commlssioner rnay permit or require the
compulation of the average provided for in subsection (3)
of this section using amounts from interim balance sheets.

(6) The taxpayer corporation may use, in lieu of
the tax basj-s for the computation in subsection (3) of this
section, the amounts from a balance sheet lncluded with the
federal return or as required to be reported to federal or
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state regulatory agencies if (a) such amounts are not
materially different from tax basis, (b) the amounts are
prepared consistently from year to year, and (c) absent a
change in circumstances, the amounts are consistently u6ed
by the taxlrayer corporation from year to year. The Tax
Commissioner may reguire a taxpayer corporatlon to use the
alternatj.ve amounts in order to maintain consistency or
may require the taxpayer corporation to show that the
anounts used do not materially differ from the tax basis.

(7) lthete sha++ be aCded. t6 or BubtraeteC frcn
feCeral taxable iaeeneT ag the ea6e tiay be7 the taxpayerlc
share of €hc €idueiary aCjustneEt deterrined under the
tt?ov*eiotra of seetien ??-272Q=
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broadcast comunications, €nd ins!rgnce.
( 4 ) I f the T4x qqryql ss_i gl,_e_rlei l:lp- reil e

notice of final ac!j.on on-any_petj.tion under t}.e provisions
of this section wirhj.n thirty davs e_!!e_!lhe l-1_I_1_n9_o!_petition, the taxpaver mav, prior to notice of action on
the petj-tion, consider the petition denied.

Sec- 19. That section 77-2733, Relssue Revised
Statutes of Nebraska, 1943, be amended to read as follows:

77 -2733. ( 1 ) The taxable income of a
nonresident derived from sources vrithin ttris state shall
be the sum of the following:

(a) The net amount of items of income, gain,
loss, and deduction entering into his or her federal
taxable income which are derived from or connected with
sources in this state j.ncludinq (i) his or her distributive
strare of partnership income and deductions determined
under ttre provisions of section 77-2729; (ii) his or her
share of small business corporation taxable income
determined under the provisions of section 74-2:134 4 of
this act; and (iii) his or her share of estate or trust
income and deductions determined under the provisions of
sectj.on 77-2725i

(b) The portion of the modj-fications described
in subsection (1) of sectj,on 77-2716 lrhich relates to
income derived from sources in this state, includinq any
modifications attributable to him or her as a partner; and

(c) the amount of the standard deduction or
itemized deductions and the personal exemptions allorrable
for a nonresident shall be limited by the percentage which
l.is or her adjusted gross income from sources withj-n ttris
state is to his or trer entire adjusted gross income-

(2) Itens of income, gain, loss, and deduction
derived from or connected wi-ttr sources vrithin this state
are ttrose ltems attributable to:

(a) The ownerstrip or disposition of any interest
in reaL or tangi.ble personal property in this state; and

(b) A business, trade, profession, or occuPation
carrled an in this state.

(3) Income from intangible personal ProPertyj-ncluding annuities, dividends, interest, and gains from
the disposition of intangible personal proPerty" shall
constitute income derived from sources lrithin this state
only to the extent that such income is from proPerty
employed in a business, trade, profession, or occupation
carried on ln this state.

(4) Deductions with respect to capital losses,
net long-term capital gains, and net operating losses
shall be based solely on income, gains, Iosses, and
deductions derived from or connected with sources i.n this
state, under regulatj,ons to be prescribed by the Tax
Commissioner, but otherwise shall be determined in the
same manner as ttre corresponding federal deductions.

(5) If a business, trade, profession, or
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occupation j.s carried on partly within and partly rrithoutthis state, the items of income and deduction derived fromor connected vrith sources withi.n thi.s state shaII bedetermined by apportionment and allocation underregulations to be prescribed by the Tax Commissioner.(6) Compensation paid by the United States forservice in the armed forces of the United States performedby a nonresident shaIl not constitute income derj.ved fromsources within thls state.(7) Compensatlon paid by a resident estate ortrust for services by a nonresident fiduciary shallconstitute income derived from sources within this state.(8) Compensation paid by a businesB, trade, orprofession shall constitute income deri.ved from sourceetrithin this state if:(a) The lndividualis service is performedentj.rely within this state,(b) The individualrg service is performed bothwithin and lrithout this state, but the service perforrnedr./ithout this state i.s incidental to the individualreservice within this state;(c) The individualrs service is performedwithout this state, but the service performed without thisstate is related to the transactions and activity of thebusiness, trade, or profession carried on withln thisstate; or
(d) Some of the Eervice is performed in thiBstate and (i) the base of operations, or, if there is nobase of operations, the place from r.rhich the aervice iadirected or controlled is in this stateT or (ii) the baseof operations or the place from whlch the eervice isdirected or controlled is not in any state in which somepart of the servj.ce is performed, but the individual'gresidence is i.n this state.
Sec. 2O. If any Bection in this act or any partof any section shall be declared invalid - orunconstitutional, such declaration shall not affect thevalidity or constitutionality of the remaining portionsthereof.
Sec. 21. This act shall become operative for aIItaxable years cotnmencing, or deemed to comnence, on orafter January 1, 1984.
Sec. 22. That original sections 77-377.O4,77-27OL, and 77-2733, Rej.ssue Revised Statute6 ofNebraeka, 1943, and section 77-271O, Revised StatuteaSupplenent, 1983, and also sections 77-2735 to 77-2752,Reissue Revised Statutes of Nebraska, 1943, and section77-2734, Revised Statutes Supplement, 1983, are repealed..
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