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This�PowerPoint�handout�is�used�for�training�
purposes�in�conjunction�with�the�oral�presentation�

given�by�departmental�training�staff.

It�is�not�intended�to�be�a�stand�alone�document.�

It�is�not�an�information�guide,�nor�does�it�carry�
regulatory�or�statutory�authority.

Nebraska�tax�statutes,�regulations,�
information�guides,�and�other�resources�are�

available�at�www.revenue.ne.gov .

2



SALES�TAX�is:

• a�transactional�tax��

• based�on�the�transaction

• rather�than�the�item�sold.
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A�SALE is:

• the�transfer�of�title�or�
possession

• of�an�item�or�taxable�service

• for�consideration.
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A�SALE includes�transfer�of�
digital�goods:

•music
•movies,�music�videos,�TV�shows
•books
•downloading�songs�&�
ringtones.
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A�LEASE�OR�RENTAL�

• is�a�SALE
• because�it�is�a�transfer�of�
POSSESSION.
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TAXABLE�SERVICES
• Computer�software�training
• Pest�control�services
• Building�cleaning
• Security�services�
• Detective�services
• Motor�vehicle�towing,�washing/waxing,�painting
• Installing/applying�tangible�personal�property
• Animal�specialty�services
• Recreational�Vehicle�(RV)�park�services
• Repair�labor�&�maintenance�services�

(+�4�exceptions) 7



ALL�SERVICE�PROVIDERS…
…are�the�CONSUMERS of�all�items�����
used�to�provide�the�service

…MUST�PAY�TAX�on�those�items
(even�if�the�charge�for�the�service�is�taxable)
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Example:�The�carwash�does�not�sell�soap�and
wax,�but�a�“car�wash”.

Example:�A�window�cleaner�is�not�selling
window�cleaner,�but�“clean�windows”.



COLLECTING�SALES�TAX
• Collected�by�the�SELLER�as�an�
agent�for�the�State

• TRUST�FUND�belongs�to�the�
citizens�of�Nebraska

• Must�have�a�SALES�TAX�PERMIT
• COLLECTION�FEE
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• Sales�tax�is�calculated�on�the�
gross�receipts

• The�delivery�location�
determines�the�rate�of�local�tax

• ALL�transactions�are�presumed�
taxable
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COLLECTING�SALES�TAX����
continued



Sellers�must�collect�the�tax
– OR�–

document�why�they�did�not
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COLLECTING�SALES�TAX����
continued



DOCUMENTING�EXEMPT�SALES

• Form�13

• Sellers�keep�completed�copies�
of�Form�13

• “Blanket”�form�is�valid�until�
revoked�in�writing�by�the�
purchaser
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FORM�13,�SECTION�A�–
RESALE�CERTIFICATE

• Purchases�for�resale

• Items�becoming�a�component�
part�of�the�product�to�be�resold
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FORM�13,�SECTION�B�–
EXEMPT�SALE�CERTIFICATE

• To�certain�governmental�units
• To�certain�exempt�organizations
• Parts�for�vehicles�used�in�a�common�
or�contract�carrier�capacity

• Qualified�manufacturing�machinery�
and�equipment�(MME)

• Occasional�sales 15
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FORM�13,�SECTION�C�–
FOR�CONTRACTORS�ONLY

See�you�this�afternoon!

�
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EXCEPTIONS�TO�
DOCUMENTATION

• Prescription�drugs
• Grocery�type�food�items
• Gasoline
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ONLINE�AUCTIONS
(2009�Legislative�Session)

• NO�more�than�3�days�per�year
• Seller�may�NOT�be�regularly�engaged�
in�selling�similar�items

• Household�goods�and�personal�effects�
sold�MUST�have�originally�been�
purchased�by�seller�for�personal�use

Example:�A�sofa,�but�not a�licensable������
motor�vehicle.



REPORTING�SALES�TAX

• File�a�Form�10

• Electronic�or�paper�options

• A�return�must�be�filed�even�if�
there�are�no�sales�to�report!
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CONSUMER’S�USE�TAX

• Due�ONLY when�Nebraska�sales�tax�has�
not�been�paid�on�a�taxable�item�
purchased�for�use�in�NE

• Not�a�duplication�of�sales�tax
• The�difference�is�who remits�the�tax:

o Sales�tax�is�remitted�by�the�seller
o Use�tax�is�remitted�by�the�purchaser/�
consumer 24



• Consumer’s�use�tax�and�sales�tax�
have�these�things�in�common:

o Calculated�at�the�same�rate
o Imposed�on�the�same�transactions
o Have�the�same�exemptions
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CONSUMER’S�USE�TAX�����
continued



• Often�due�when�purchases�are�made�
from�an�out�of�state�seller
o Internet,�catalog,�mail�order
o Magazines�and�journals�by�subscription
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• Due�when�the�seller�withdraws��������
tax�free�inventory�for�business�or��
personal�use
o Auto�mechanic
o Hair�salon

CONSUMER’S�USE�TAX�����
continued



• If�you�have�no�use�tax�liability�
during�a�reporting�period,����
you�MUST�enter�a�ZERO�in��������
Lines�4,�5,�and�10�of�Form�10�
when�filing�the�paper�return

• Online�Form�10�����������
DEFAULTS�TO�ZERO! 27

CONSUMER’S�USE�TAX�����
continued



REPORTING�
CONSUMER’S�USE�TAX
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• Consumer’s�use�tax�is�
reported�on�one�of�three�
returns
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Businesses�use�
Form�2�–
if�they�do�not�
hold�a�sales�tax�
permit
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REPORTING�USE�TAX,�
continued
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Individuals�
use�Form�3
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REPORTING�USE�TAX,�
continued



Businesses�that�hold�a�
Nebraska�Sales�Tax�Permit�
use�Form�10
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REPORTING�USE�TAX��������
continued
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DELIVERY�CHARGES
Taxable�when:
1.The�buyer�pays�the�seller�for�the�
delivery�charge

AND
2.The�buyer’s�transaction�is�taxable

The�taxability�of�delivery�charges�is�not�
determined�by�the�method�of�delivery.
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• If�you�owe�use�tax�on�a�
purchase,�you�also�owe�use�tax�
on�the�delivery�charge.
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DELIVERY�CHARGES����������
continued



LABOR�CHARGES�ASSOCIATED
WITH�PERSONAL�PROPERTY

• TAXABLE
o Production�and�assembly�labor
o Installation�and�repair�labor�WHEN���
item�is�taxable

• EXEMPT
o Installation�labor�WHEN�item�is�exempt
o Repair�labor�(see�next�slide)
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EXEMPT�REPAIR�LABOR�CHARGES

• Licensable�motor�vehicle

• Agricultural�machinery�and�equipment�
used�in�commercial�agriculture

• Qualifying�prosthetic�devices,�durable�
medical�equipment,�mobility�
enhancing�equipment

• Qualified�MME�(Form�13�required)
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TAXABLE EXEMPT
• Computer�installation�����
and�set�up

•Web�design�– NO�
transfer�of�software

• Software�–
including�upgrades
• Repair

• Help�desk�support��
NO�alteration�of�
software

COMPUTERS:
HARDWARE,�SOFTWARE,�&�NETWORKING
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WARRANTIES�&�GUARANTEES

• Taxable�when�the�item�or�
service�covered�is�taxable

• Tax�exempt�when�covering�
real�estate
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• TAXABLE
o Charges�invoiced�over�what�the�
warranty�covers

o Deductibles�

• EXEMPT
o Parts�used�and�labor�performed��
under�warranty

WARRANTIES�&�GUARANTEES�
continued
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4�EXCEPTIONS�TO�SEPARATELY�
STATING�SALES�TAX

• Admissions

• Concessions

• Vending�machines

• Alcohol�by�the�drink
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MANUFACTURING

• Manufacturing,�Machinery��
&�Equipment�(MME)

• Energy�Source�Exemption

• Water�Exemption
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MME�is�EXEMPT:
1. When�more�than�50%�of�the�
manufacturer’s�total�annual�revenue��
is�from�sales�of�tangible�personal�
property�they�manufacture;

AND
2. When�MME�is�used�more�than���������
50%�of�the�time�in�the����
manufacturing�process.
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“Manufacturing�process”�includes:

1.Producing,�fabricating,�assembling,�
processing,�molding,�shaping,�
finishing,�refining,�or�packaging�
tangible�personal�property

2. Transporting,�conveying,�handling,�
or�storing�the�manufactured�goods�
or�raw�materials

more…
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3.Maintaining�the�integrity�of�the�
products�or�unique�environmental�
conditions�for�the�products�or���
MME�itself

4. Testing�or�measuring�the�product,�
the�manufacturing�process,�or�the�
quality�of�the�finished�products

more… 46

Manufacturing�Process�����
continued



5.Computers,�software,�and�
peripheral�MME�used�to�guide,�
control,�operate,�or�measure�the�
manufacturing�process

Example:�Software�used�to�direct�robotic�
assembly�line�equipment�to�move��
the�product�down�the�line.
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Manufacturing�Process�����
continued



• Replacement�parts

• Repair�labor�charges

MME�EXEMPTIONS�
ALSO�INCLUDE:
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• Licensable�motor�vehicles
• Tools�powered�by�hand
• Security�equipment
• Safety�apparel
• Office�equipment
• Repair�shop�equipment
• Cleaning�equipment
• Equipment�used�for�research�&�
development

TAXABLE�MME
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ENERGY�SOURCE�UTILITY�EXEMPTION
When�more�than�50%�of�a�qualified�energy�
source�is�used�for�an�exempt�purpose:
• Processing�or�manufacturing
• Irrigation�or�farming
• Refining
• Generation�of�electricity
• Use�by�any�hospital
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2009�Legislative�Session�–
Wood�and�corn�cobs�were�added�as�enumerated�energy�sources.
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WATER�EXEMPTION

When�more�than�90%�of�the�water�billed�
through�a�single�meter�is�used�for�one�of�
the�following�exempt�purposes:�

• Irrigation�of�agricultural�lands
• Manufacturing
• Care�of�animals�whose�products��������
we�eat�or�wear
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TATTOOS�AND�PIERCINGS

• Charges�for�applying�or�
removing�tattoos�are������������
sales�tax�exempt

• Tattoo�artists�owe�sales�or�����
use�tax�on�all�equipment,�ink,�
supplies,�and�artwork

54



Let�us�know�what�you�think.�
Please�turn�in�your�evaluation!

THANK�YOU!


