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REG-1-007 GROSS RECEIPTS DEFINED

007.01 Gross receipts mean means the total amount of the sale or lease or rental price of retail
sales by retailers, valued in money, whether received in money or otherwise. Gross receipts
includes the value of any property, services, commodities, or precious metals, including gold or
silver coins, received. Gross receipts include:

007.01A The gross revenue received from the installation of, or from furnishing: leeal
exchange-telephone-serviee,
007.01A(1) mobile Mobile telecommunications service that originates and

terminates in the same state to a customer with a place of primary use in
Nebraska,

007.01A(2) and—intrastate—message—toH—telephone—service, Ancillary services,

except for conference bridging services, and

007.01A(3) Intrastate telephone communications services, except for value-added,

nonvoice data service. (Reg-1-065, Felephone—and—TFelegraph—Communication

Telecommunications Services);

007.01B The gross revenue received from the—instalation—of installing or furnishing
intrastate telegraph service, (Reg-1-065, Felephone—and—Telegraph—Communication

Telecommunications Services);

007.01C The gross revenue received from furnishing gas, electricity, sewer, and water
service, (Reg-1-066, Sewer and Water);

007.01D The gross revenue received from the—instalation—of installing or furnishing
satellite programming; servicesor community or county antenna television service, (Reg-
1-081, Community or County Antenna Television Service);

007.01D(1) If any or all of the charge for installation is free to the customer and is
paid by the satellite or community or county antenna television service provider to
the installer, the tax must be paid and remitted by the service provider.

007.01E The gross revenue received from admissions, (Reg-1-044, Admissions);

007.01F The gross revenue received from the sale, lease, rental, installation, application,
repair, or maintenance of tangible—persenal property, including the sale sales through
vending machines to users or consumers, and also-ineluding-small sales en which for
amounts so small that no tax is collected:;

007.01G The gross revenue received from providing lodging for any period less than
thirty (30} days, (Reg-1-046, Hotels, Lodgings, and Accommaodations);

007.01H The gross revenue received from the sale, lease, license, franchise or rental of
intellectual or entertainment properties, including computer software, videotapes, and
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movie film, (Reg-1-045, Motion Picture Film and Videotape and Reg-1-088, Computer
Software);

007.011 The gross revenue from charges for delivery or freight or for shipping and
handling received by the retailer in conjunction with a taxable sale, (Reg-1-026, Finance,
Carrying, Service, and Interest Charges; and Reg-1-079, Delivery Charges);

007.01J The gross revenue received from the sale of maintenance agreements, service
contracts, guarantees, or warranties, when the items property covered or the services to be
provided are taxable (Reg-1-074 Warranties and Guarantees);

007.01K The gross revenue received from computer software training provided by the
retailer that sold the software, (Reg-1-088, Computer Software);

007.01L The gross revenue received from providing building cleaning ane-maintenance
services, (Reg-1-098, Building Cleaning and Maintenance);

007.01M The gross revenue received from providing pest control services, (Reg-1-100,
Pest Control Services);

007.01N The gross revenue received from providing security or detective services, (Reg-
1-101, Security and Detective Services);

007.010 The gross revenue received from providing recreational vehicle (R\A—park
services, (Reg-1-103, Recreational Vehicle Park Services);

007.01P The gross revenue received from providing motor vehicle washing, waxing,
towing, and painting, (Reg-1-099, Motor Vehicle Services);

007.01Q The gross revenue received from bundled transactions when one or more of the
products included in the bundle are taxable, (Reg-1-166 1-108, Bundled Transactions);

007.01R The gross revenue received from providing animal specialty services, (Reg-1-
102, Animal Specialty Services); and

007.01S The gross revenue received from membership fees paid to access the retailer’s
premises or to receive discounts where the sales made on the premises or to which the
discounts apply are subject to tax; and

007.01S 007.01T The total amount of the sale without deduction for:

00701S{1) 007.01T(1) The cost of materials used, labor or service costs, interest
paid, losses, or any other expense;

007-01S{2) 007.01T(2) The cost of transportation of property;

007-0615(3) 007.01T(3) The amount charged for warranties, guaranties, service
contracts, or maintenance agreements;

007-015(4) 007.01T(4) Cash rebates or refunds paid by the manufacturer to either
the retailer or the purchaser, {For rebates on motor vehicles, see Reg-1-020,
Motor Vehiclesy;
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007-01S(5) 007.01T(5) The amount paid for any occupation taxes, import duties,
oF manufacturer's excise taxes, or property taxes levied against the property;

007-01S(6) 007.01T(6) The cost of any license, franchise, or lease forthe-use of
computer software or entertainment properties such as videotapes or movie films;
and;

006781S(AH 007.01T(7) Any mandatery charge required to be paid in connection
with the purchase, lease, or rental of an-iem property subject to tax.

007.02 Fhe-definition-of-gross Gross receipts does not include the following:
007.02A Discounts allowed and taken on sales, (Reg-1-024, Cash Discounts);

007.02B Fhe If property is returned by the purchaser, that portion of the sales price of
property refunded to the customer either in cash or credit, (Reg-1-025, Returned
Acrticles);

007.02C Charges for financing, carrying charges, service charges, and interest charges
for credit sales, (Reg-1-026, Finance, Carrying, Service, and Interest Charges);

007.02D The value of property accepted as partial consideration on the retail sale of other
similar property, (Reg-1-029, Trade-ins or Exchanges);

007.02E The amount collected for the federal luxury excise taxes on consumers; and

007.02F The amount charged for the federal retail tax on heavy trucks, trailers, and
tractors.

(Sections 77-2701.16, 77-2701.27, 77-2701.48, 77-2701.49, 77-2701.50, 77-2701.51, 77-
2701.52, 77-2701.53, and 77-2703, R.R.S, 2009. February-22,2009 )
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REG-1-013 SALE FOR RESALE - RESALE CERTIFICATE

013.01 A sale for resale is a sale of property or (services) to any purchaser for the purpose of
resale in the normal course of the purchaser's business. The #em property may be resold either in
the form or condition in which it was purchased, or as an ingredient or component part of other
property;. (Reg-1-023, Component Parts--Manufacturing, Processing, and Fabrication)- A sale
for resale includes a sale of property to a purchaser for the sole purpose of renting-or leasing or
renting sueh the property to others;—previded,-sueh , if the rental-or lease or rental payments are
set at a fair market value.

013.01A Fair market value is the price at which property would change hands between a
willing buyer and a willing seller, neither having to buy or sell, and both having
reasonable knowledge of all the necessary facts.

013.01B A sale for resale does not include the sale of property to a purchaser whose
subsequent rental-or lease or rental of that property is incidental to the rental-er lease or
rental of real estate.

013.02 The burden of proving that a sale of property is not a sale at retail is upen on the retailer
(seller) unless the retailer {seHer) accepts a properly completed resale certificate providing
evidenee or obtains the relevant data elements showing that the property is purchased for the
purpose of reselling, leasing, or renting in the regular course of the purchaser's business or is to
be used as an ingredient or component part of other property to be reseld sold, leased, or rented.
The resale certificate censtitutes is a part of the retailer's {seHers) records and is—te must be
retained in the same manner as other sales tax records.

013.03 A properly completed resale certificate received from the purchaser is proof for the
retailer {seHer) that the sale was for resale.

013.03A To be properly completed, a resale certificate received before, in conjunction
with, or within 90 days after the time of the sale must be fully completed as provided in
subdivisions 013.03B(1) through 013.03B(4). A resale certificate received within 120
days after a request for substantiation made by the Department of Revenue (Department)
must be both fully completed and accepted in good faith to be properly completed.

013.03B To be preperly fully completed, the resale certificate,—as—aHewed-byReg-1-
04311, must include all of the following:

043-03A 013.03B(1) Identification of both the purchaser and the retailer {seHer)
including the type of business engaged in by the purchaser, and the reason for the

exemption;
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013.03B(2) Sales The sales tax permit number of the purchaser. If the purchaser is
licensed as a retailer in Nebraska or another state which requires a permit, epter
the resale certificate must include the sales tax permit number. If the purchaser
has no sales tax permit number, the resale certificate must state the reason the
purchaser has no sales tax permit number;

013.03E Authorized 013.0B(3) If a paper resale certificate is used, an authorized

signature. In other cases, another er-ether form of authorization as allowed by the
Streamlined Sales and Use Tax Agreement (SSUTA); and

013:03F 013.03B(4) Bate The date of issuance.

013.04 If a purchaser who gives a resale certificate makes any use of the property other than
retention, demonstration, or display while holding it for sale, lease, or rental in the regular course
of business, such this use removes it from the "sale for resale™ exemption category and
accordinghy; the use is taxable to the purchaser frem-at the time the property is first used for a
purpose other than resale. Except for a purchaser of aircraft as provided in Reg-1-067, Aircraft
and Related Services, the sales price of the property is the measure of the tax base. (See Reg-1-
035, Consumption of Untaxed Property-)

013.05 The retailer {seler} or certified service provider (CSP) holding a properly completed
resale certificate is relieved from liability for tax, penalty, and interest. However,-this-deeshot
apphy-to-selers retailers or CSPs who fraudulently fail to collect tax or who solicit purchasers to
participate in unlawful claims of exemption_are liable for the tax not collected, and any penalty
and interest.

013.06 A retailer {seler—or CSP who has a recurring business relationship with repeatedly
making-the-same-type-of-sales-to the same purchaser is not required to take obtain a separate

resale certificate for each sale, but may take accept a “blanket” resale certificate covering future
sales. A recurring business relationship exists when sales occur at least once every 12 months.

013.07 Sales n-which where the seHer retailer is required to make delivery outside of Nebraska
need not be supported by resale certificates if the sales are properly supported by bills of lading,
certificates of out-of-state delivery, or other documentation. However, where delivery to the out-
of-state purchaser, or an agent of the purchaser, occurs in this state, the sales tax paymentis
reguired must be collected unless the sale is otherwise exempt erfor-actualresale-purpeses, in

6 Title 316, Chapter 1

April 15, 2010






Sales Tax Regulations

which case the retailer {seler) must-take may accept a properly completed resale or exempt sale
certificate.

013.08 If inany-case a resale certificate or satisfactory evidence of the data elements in support

of a claim that a sale is exempt cannot be produced te for the Nebraska-Department-of Revenue
Department within the time frames noted below, the retailer {seHer) making the sale is

responsible for the tax on the transaction.

013.08A SeHers Retailers or CSPs are relieved from liability for the tax if a properly
completed resale certificate is received or if the seler retailer or CSP otherwise eaptures
obtains the relevant data elements supporting the exemption,_prior to, in conjunction
with, or within 90 days subsegquentte after the date of the sale.

013.08B Selers Retailers or CSPs are relieved from liability for the tax if a properly
completed resale certificate is received accepted in good faith, or if the seHer retailer or
CSP otherwise obtains the relevant data elements supporting the exemption, within 120
days subseguentte after a request for substantiation made by the Department.

013.08C Retailers or CSPs may only accept a fully completed resale certificate under
subsection 013.08B of this section with a good faith belief that the purchase is a valid
sale for resale to be relieved from liability. If the resale certificate is not received in good
faith, the retailer or CSP is liable for the tax not collected, and any penalty and interest.

013.09 Any purchaser, or the agent thereef of the purchaser, who gives issues a resale certificate
to the retailer {seer) for any purchase taxable under sections77-2701through77-27135-of the
NebraskaRevised-Statutes-the Nebraska Revenue Act, which is purchased for a use other than
resale, lease, or rental in the regular course of the purchaser's business, shalbe is subject to a
penalty of ene-hundred-doHlars{($100-00) or ten times the tax, whichever ameunt is larger, for
each instance of presentation and misuse. With regard to a blanket resale certificate, said the
penalty shalapply applies to each purchase made during the period the blanket certificate is in
effect.

013.10 Any purchaser, or the agent thereef of the purchaser, who fraudulently signs a resale
certificate with intent to avoid payment of the tax may, in addition to the penalty set out in
paragraph section 013.09, be found guilty of a Class IV misdemeanor.

013.11 The Nebraska Department efRevenue will recognize only the Nebraska Resale or
Exempt Sale Certificate, Form 13, a previously approved paper or electronic substitute for this
Form 13, the Multistate Tax Commission Uniform Sales and Use Tax Certificate, or a certificate

of exemption authorized by the Streamhned-Sales Fax-Agreement SSUTA.

013.12 Selers—shall Retailers must maintain records of resale transactions. The Nebraska
Department efRevende may make and retain copies of any resale certificates.
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(Sections 77-2701.34, 77-2703(1)(f), 77-2706(1), (2), (3), and (4), 77-2706.01, and 77-2711(4),
R.R.S. 2009. February-222009 )
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REG-1-014 EXEMPT SALE CERTIFICATE

014.01 Certain sales, leases, or rentals, and the storage, use, or other consumption of property ef
(services) are not taxable. Exempt transactions ear may be divided into four groups. The four
groups are transactions that are exempt due to the characteristics of:

014.01A The seHer retailer (seller) (entity-based exemption);

014.01B The #em property sold (product-based exemption);

014.01C The buyer (entity-based exemption); and

014.01D The buyer's intended use of the item (use-based exemption).
Transactions ef-the-type described in subsections 014.01A and 014.01B are-not+required-te do
not need to be supported by exempt sale certificates, provided the retailer’s records clearly show
the nature of the seHer retailer and the preduet property being sold. A purchaser making a

purchase that is exempt because it is an occasional sale is required to obtain a an exempt sale
certificate or other documentation from the seHer retailer that the sale was exempt.

Transactions ef-the-type described in subsections 014.01C and 014.01D arereguired-to must be
supported by exempt sale certificates or other suitable documentation. (See Reg-1-012,
Exemptions:)

014.02 The burden of proving that any sale of property erservices is not taxable is upenr on the
retailer {seler-and sufficient records must be kept which reveal the nature of each exempt sale.
A retailer {seler) isrequired-te must obtain an exempt sale certificate or obtain the relevant data
elements from the purchaser in support of the claim that the sale is exempt. The exempt sale
certificate eonstitutes is a part of the retailer's {seller's) records and is-te must be retained in the
same manner as other sales tax records.

014.03 Exemption numbers in the form of numbered certificates of exemption are issued by the
Nebraska Department of Revenue (Department) and are—reguired—for must be provided by
nonprofit organizations, public schools, and common or contract carriers_ when making exempt
purchases. (See Reg-1-069, Common and Contract Carrier Vehicles, Reg-1-090, Nonprofit
Organizations, and Reg-1-092, Educational Institutions:)

014.04 The following types-of organizations are not issued numbered certificates of exemption
by the Nebraska Department ef—Revenue: The United States government, its agencies, and
corporations wholly owned by the United States government; the state, its agencies, and political
subdivisions, other than public schools. Purchases by many Nebraska political subdivisions, all
other states, and all political subdivisions of other states are taxable except for purchases of
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industrial machinery and equipment, including repair parts, where the other state grants a
reciprocal exemption for Nebraska or its political subdivisions.

014.05 A properly completed exempt sale certificate received from the purchaser is adequate
proof for the retailer {seler) that the sale was exempt from the sales and use tax.

014.05A To be properly completed, an exempt sale certificate received before, in
conjunction with, or within 90 days after the time of the sale must be fully completed as
provided in subdivisions 014.05B(1) through 014.05B(5). An exempt sale certificate
received within 120 days after a request for substantiation made by the Department must
be both fully completed and accepted in good faith to be properly completed.

014.05B To be preperly fully completed, the exemption certificateas-aHowed-by-Reg-1-
04411, must include all of the following:

044-05A 014.05B(1) Identification of both purchaser and seler retailer;

014.05B(2) Statement A statement of the basis for exemption, including the type
of act|V|tv enqaqed in bv the purchaser a&deseﬁbed—eFHhe—Neb#aska—Res&l&er

014.05C 014.05B(3) A statement as-te-whether that the certificate is for a single
purchase or is a blanket certificate for covering future sales;

014.05D Authorized 014.05B(4) If a paper certificate is provided, an authorized
signature. In other cases, another er-ether form of authorization as allowed by the
Streamlined Sales and Use Tax Agreement (SSUTA); and

014.05E Date014.05B(5) The date of issuance.

014.06 The retailer {seler} or certified service provider (CSP) holding a properly completed
exempt sale certificate is relieved from liability for tax, penalty, and interest. However,-this-does
notapphy-to-sellers retailers or CSPs who fraudulently fail to collect tax or who solicit purchasers
to participate in unlawful claims of exemption_are liable for the tax not collected, and any
penalty and interest.

014.07 A retailer {seler) or CSP who has a recurring business relationship with repeatedly
making-the-same-type—of-exempt-sale-te-the same purchaser is not required to take obtain a
separate exempt sale certificate for each sale but may take accept a “blanket” certificate covering
future sales. A recurring business relationship exists when sales occur at least once every 12
months.
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014.08 If in-any-case an exempt sale certificate or satisfactory evidence in support of a claim that
a sale is exempt cannot be provided to the Nebraska Department ef-Revenue within the time
frames noted below, the retailer {seler) making the sale is responsible for the tax on the
transaction.

014.08A SeHers Retailers or CSPs are relieved from liability for tax if a properly
completed exemption certificate is received, or if the seler retailer or CSP otherwise
captures obtains the relevant data elements supporting the exemption, prior to, in
conjunction with, or within 90 days subseguentte after the date of the sale.

014.08B SeHers Retailers or CSPs are relieved from liability for the tax if a properly
completed exemption certificate is received accepted in good faith, or if the seHer retailer
or CSP otherwise obtains the relevant data elements supporting the exemption in good
faith, within 120 days subsegquent—to after a request for substantiation made by the
Department.

014.08C Retailers or CSPs may only accept a fully completed exemption certificate
under subsection 014.08B of this section with a good faith belief that the purchase is a
valid exempt sale to be relieved from liability. If the exemption certificate is not received
in good faith, the retailer or CSP is liable for the tax not collected, and any penalty and
interest.

014.09 Any purchaser, or the agent of the purchaser, who gives issues an exempt sale certificate
to the retailer {seHer) for any purchase which is not exempted from the sales and use tax under
secttons—77-270-through—77-27135-of-the-NebraskaRevised-Statutes: shal-be the Nebraska
Revenue Act, is subject to a penalty of ene-hundred-deHars{$100-00) or ten times the tax,
whichever ameunt is larger, for each instance of presentation and misuse. With regard to a
blanket exempt sale certificate, said the penalty shall-apphy applies to each purchase made during
the period the blanket certificate is in effect.

014.10 Any purchaser, or the agent of the purchaser, who fraudulently signs an exempt sale
certificate with intent to avoid payment of the tax may, in addition to the penalty set out in
paragraph section 014.09, be found guilty of a Class IV misdemeanor.

014.11 The Nebraska Department efRevenue will recognize only the Nebraska Resale or
Exempt Sale Certificate, Form 13, a previously approved paper or electronic substitute, a
Nebraska Energy Source Exemption Certificate, Form 13E, a Nebraska Certificate of Exemption
for Mobility Enhancing Equipment, Form 13ME, or a certificate of exemption authorized by the
Streambined-SalesTax-Agreement SSUTA for all sales except sales to the federal government.
Sales to the federal government, or an agency; or wholly owned corporation thereof of the
federal government, may be supported in either of two ways. First, they the exemption may be
supported by a regular federal certificate of exemption form. An alternative procedure #velves is
maintaining purchase documentation clearly identifying the purchaser as the federal government,
or an agency; or wholly owned corporation thereef of the federal government. The best
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documents available are those which show payment was made by a United States Treasury
Department warrant. (Reg-1-072, United States Government and Federal Corporations:)

014.12 SeHers—shall Retailers must maintain records of exempt transactions. The Nebraska
Department ef-Revenue may make and retain copies of any exempt sale certificate.

(Sections 77-2703(1)(f), 77-2705(7) and (8), 77-2706, 77-2711(3)(a) and (4), and 77- 2713(5),
R.R.S. 2009. February-22,-2009 )
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REG-1-018 RENTOR LEASE OR RENTAL OF TANGIBLE PERSONAL PROPERTY

018.01 Any person who rents-er leases or rents property for storage, use, or other consumption in
this state is a retailer. A rental-or lease or rental is the transfer of possession or control of
property for a fixed or indeterminate term for a consideration. A rental-or lease or rental may
include future options to purchase or extend the lease or rental agreement.

018.01A Receipts from a rental-or lease or rental of property requiring recurring periodic
payments are taxed sourced as follows: the first periodic payment is taxed sourced at the
location where the property is received by the lessee; payments subsequent to the first
payment are taxed sourced at the primary property location. The primary property
location is an address for the property provided by the lessee that is available to the lessor
from its records maintained in the ordinary course of business when use of this address
does not constitute bad faith. The property location is not altered by intermittent use at
different locations, such as use of business property that accompanies employees on
business trips and service calls.

018.01B Receipts from the rental-or lease or rental of property not requiring recurring
payments are taxed sourced where the property is received by the lessee.

018.02 Fhatperson Retailers who lease or rent property must obtain a permit, and collect; and
remit the state and applicable local sales tax to the Nebraska Department of Revenue
(Department) in the same manner as any other retailer. The sales tax is computed on the total
amount for which the property is rented-or leased or rented, valued in money whether paid in
money or otherwise, without any deduction or exclusion of any cost components such as:

018.02A The cost of the property rented-er leased or rented,;

018.02B The cost of material used, labor or service costs, interest charged, insurance,
losses, or any other expenses;

018.02C The cost of transportation of the property at any time; and
018.02D The amount of any excise or property taxes levied against the property.

018.03 The total amount for which property is rented-ef leased or rented includes any services
which are a part of the rental-or lease or rental and any amount for which credit is given to the
lessee by the lessor. If the rental-or lease or rental charge is comprised of a fixed amount plus a
variable amount, sales er-use tax applies to the total of these charges.

0148-05 018.04 If a seHer retailer establishes a separate price schedule for his or her product when
the sale includes the use of the seller's equipment by the purchaser, then the difference between
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the product price with the equipment and the product price without the equipment is a lease or
rental subject to the sales and use tax.

01806 018.05 A sale for the sole purpose of that purchaser's renting-or leasing sueh or renting

the property to another person;-exeept-where-thcidental-to-therenting-or-leasing-of real-estate; is
a sale for which a resale certificate may properly be issued;previded, except where:

018.05A such-rental-or The lease or rental payments are set-not at a fair market value-;

018.05B H-the-The property purchased is used by the purchaser and is also rented-or
leased or rented to others, in which case both the purchase of sueh the property is taxable
and the subsequent rental-er lease or rental of sueh the property is also taxable-; and

018.05C The property is incidental to the lease or rental of real estate, such as furniture
for a furnished apartment.

018.06 A sale to an unrelated person or entity conditioned upon a simultaneous lease back to the
original owner is a sale for which a resale certificate may properly be issued.

018.07 The charge for use the lease or rental of a cabin trailer, mobile home, or similar property
for less than thirty 30 days is taxable. If the peried-ofuse lease or rental period is for thirty 30
days or more, it is also a taxable rental-or lease or rental of property unless the cabin trailer or
mobile home has either been permanently annexed to realty or set up for occupancy as a
dwelling for human occupancy according to the local building codes. (Reg-1-046, Hotels,
Lodgings, and Accommodations:)

018.07A A cabin trailer or mobile home has been permanently annexed to the land by
when a permanent foundation, such as a concrete slab or concrete footings, secures the
cabin trailer or mobile home to the site. Blocking and leveling ef the ground or setting the
unit on concrete blocks is not permanent annexation to the land.

018.08 A lease or rental of tangible property from a subsidiary to the parent, from a parent to a
subsidiary, from one subsidiary to another subsidiary of the same parent, or between brother-
sister companies is exempt when the lessor has paid the tax on its purchase of the property being
leased. Sueh A lessor has the same sales and use tax liability on the purchase of property to be
leased to the lessee as if the lessee had purchased the property directly.

018.08A This paragraph—exemption applies to corporations that have at least fifty 50
percent pereent common ownership, and other entities that would be considered a parent,
subsidiary, or brother-sister if they were corporations.

018.08B Sole proprietorships are not entities separate and apart from the owners and do
not qualify for this exemption.

018.09 A rental-or lease or rental will not qualify as an occasional sale.

018.10 Regardless of how a transaction is characterized under Generaly-Accepted-Accounting
Principles generally accepted accounting principles, a rental-er lease or rental does not include a

transaction-that-has-the-fellowing-characteristics the following transactions:
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018.10A A transfer of possession or control of property under a security agreement or
deferred payment plan that requires the transfer of title upon completion of the required
payments; of

018.10B A transfer of possession or control of property under an agreement that requires
the transfer of title upon completion of the required payments and payment of an a
nominal option price that does not exceed the greater of ene-hundred-doHars {$100.00} or
one percent of the total required payments:; and

018.10C Providing property, such as equipment, along with an operator where the
operator is necessary for the property to perform as designed. For this exclusion, the
operator must do more than maintain, inspect, or set up the property. For motor vehicles
with an operator, see Reg-1-019, Rental or Lease of Vehicles.

018.11 Rentals-erleases Leases or rentals of motion picture fimfilms, er video tapes, digital
products, and satellite services to a person who receives the product or service electronically for
further broadcast, transmission, retransmission, licensing, relicensing, distribution, redistribution,
or_exhibition of the product or service for use where a taxable admission is later charged for
showing, rentals-erleases are exempt.

018.12 Leases or rentals of lodgings for periods of thirty 30 days or more, and-rentals-orleases-of
raHroad-roling-steck are exempt.

018.13 Under Neb. Rev. Stat. section 77-2704.08, when a lessee has an option to purchase the
property during the term of the lease or rental, and to apply some or all of the lease or rental
payments to the purchase price of the property, the sales price may be reduced by the amount of
any lease or rental payments applied to the purchase price if the lessor collected sales tax on the

payments.

048-12 018.14 The classification of a transaction as a rental-er lease or rental is determined by
the law in effect at the inception of the rental-or lease or rental. Fhe-definitions-contained-above
are-effective-forrentals-or-leases-entered-into-on-orafter Januvary-+2004-

(Sections 742701407 77-2701.16, 77-2701.18, 77-2704:28, 77-2701.32, 77-2701.34, 77-
2701.35, 77-2703.01, 77-2704.08, and 77-2704.28, R.R.S., 2009. Apri-12,-2005 )
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REG-1-065 FELEPHONE—AND—FELEGRAPH— COMMUNICATHON
TELECOMMUNICATIONS SERVICES

065.01 Intrastate telephone communication service and telegraph service, eeHular—telephone
mobile telecommunications service, wireless paging service, and wireless radio service are
taxable whether furnished by public or private corporations or enterprises. This weuld-alse
inelude includes those services which are sold by mutual companies.

065.01A Intrastate telephone communications services which are taxable include local

service; mobile telecommunications services, ancillary services, except for conference
bridging services, and intrastate telecommunications services, except for value-added
nonvoice data service, wireless paging service, and wireless radio service, and the gross
receipts from coin-operated telephones, 800 service, and 900 service, when such the
receipts are for intrastate service.

065.01A(1) Mobile telecommunications services are intrastate if the service
originates and terminates in the same state. If the customer has a place of primary
use in Nebraska, intrastate telecommunications services are taxable in Nebraska.

065-01C Charges made to hotels, motels, similar lodging accommodations, or any other
company by telephone communication service companies for telephone communication

service, including telephone communication service that may be rebilled by the telephone
communication service company customer to another party, are taxable. (Reg-1-046,
Hotels, Lodgings, and Accommodations:)

065-01D 065.01C Sales of telephone directories or directory covers to Nebraska
customers by telephone eompanies service providers are atse taxable.

065-01E 065.01D Gross receipts does not include any surcharges imposed under the
Emergency Telephone Communications Systems Act, the Enhanced Wireless 911
Services Act, the Telecommunications Relay System Act, the Nebraska
Telecommunications Universal Service Fund Act, or payments between telephone service
providers, as defined in federal law, for division of revenue, settlements, carrier access
charges, or provision of telephone communication service.

065.01F 065.01E Gross receipts dees-include includes the sale of a prepaid telephene
calling service, arranrgement but does not include the payments to a telephone service
provider attributable to services rendered using a prepaid telephene calling arrangement

service. A prepaid telephone calling arrangement-shal-mean service means the right to

exclusively purchase telecommunications service that is paid for in advance that enables
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the origination of calls using an access number or authorization code, whether manually
or electronically dialed, and whether delivered wireless or wireline.

065-01G 065.01F When the purchaser is not using any portion of the purchased telephone
communication services, sueh the services may be purchased for resale.

065.02 The tax on intrastate toHl-message long distance charges shat-be is computed on the gross
amount of the total bill+endered charge for long distance, less any interstate telephone and
telegram charges. The amount of the tax computed on the intrastate teH-message long distance

charges must be indicated separately on the teH billing statement. tr-computing-theNebraska
salestax—the- The federal telecommunications excise tax, the Nebraska 911 service surcharge,
the enhanced wireless 911 service surcharge, the Nebraska telecommunications relay system
surcharge fer-hearing-impaired, and the Nebraska Universal Service Fund surcharge—which-have
been-billedto-eustormers shal-be are excluded from the gross receipts for purposes of computing
the sales tax.

065.02A The tax on lecalexehange—telephone intrastate telephone communication
service, whether on a flat or measured basis, shalbe is computed on each the total

amount billed by the telephone eempany service provider for sueh this service.

065.02B Telegrams charged to the account of a telephone subscriber and billed by the
telephone eempany service provider must include the tax as computed by the telegraph
company and must appear on the bl billing statement in an amount equal to the regular
charge for the telegrams plus the sales tax. The tax on these telegrams must be remitted
by the telegraph company.

065.02C Intrastate long distance calls provided by a different eemmunication service
provider that are charged to the account of a telephone subscriber and billed by the
telephone company must include the tax as computed by the telephone company and
must appear on the bil billing statement in an amount equal to the regular charge for the
phone call plus the sales tax. The tax on these telephone calls must be remitted by the
telephone company.

065.03 Any company furnishing telephone communication service or telegraph service is

requwed to pass b|ll the sales tax en to the GoRster customer. lneaseswhere&eh&rg&&maele

A retaller of bundled transactlons that include anv telecommunlcatlons Services, anmllary
services, Internet access, or audio or video programming services may identify in its books and
records the sales price of any nontaxable products and collect and remit tax on only the sales
price of the taxable products in the bundle. If the price attributable to the nontaxable products is
not reasonably identifiable and verifiable, the entire charge for the bundled transaction is taxable.
(Reg-1-108, Bundled Transactions)

065.04 Persons engaged in providing telephone—and—telegraph—communications—and

telecommunications services are considered-to-be the consumers of materials, supplies, and other
items which that they use in providing their services—As-sueh; and they must pay the sales and

use tax to-the-supphiers-atthe-time-efpurchase on their purchases.
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065.05 Charges made by a telephone company to the customer for nonrecurring
telecommunications charges, such as installations, service connections, move and change
charges, service upgrades, optional features like call waiting or voice mail, and construction
costs constitute gross receipts for telephone communication service and are taxable.

065.06 All interstate teH-message long distance charges are exempt from the Nebraska sales tax,
as are these gross recelpts from coin- operated telephones which that are for mterstate toH Iong
dlstance services. A /a aiAta ,

065.07 Services rendered to the United States government and to federal agencies and
instrumentalities, including those federal corporations enumerated listed in Reg-1-072, United
States Government and Federal Corporations, are exempt. Sales to purchasers enumerated listed
in Reg-1-012.02C are exempt.

(Sections #-2702.04—+-270214; 77-2701.16, and 77-2701.48, and—7#-2703(1), R.R.S. 2009.

Oectober1,2003 )
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REG-1-107 MANUFACTURING MACHINERY AND EQUIPMENT EXEMPTION

107.01 The sale, lease, or rental of manufacturing machinery and equipment to a manufacturer
for use in manufacturing is exempt from tax.

107.02 Manufacturer means a person who is engaged in the business of manufacturing. Persons
are_engaged in the business of manufacturing if more than 50 percent of their total annual
revenues are derived from the sales of products they manufacture and sell as tangible personal
property, or from production labor as defined in Reg-1-082.02A performed on products sold as
tangible personal property by other manufacturers.

107.02A Total annual revenues means revenues from all of the activities, locations,
divisions, departments, or operations of the person, both within and outside this state, and
includes sales of annexed property, tangible personal property, services, or intangibles.
Total annual revenues are measured over a period consisting of 12 consecutive months,
which includes the month in which the manufacturing machinery and equipment is placed
in service.

107.02B A manufacturer does not include any person who derives more than 50 percent
of its total annual revenues from sales of annexed property, services other than
manufacturing, intangible property, or any combination of the above, or any person who
is only manufacturing a product as an incidental part of its primary business. Sales of
products or materials that are annexed to real estate, either by the seller or a subcontractor
of the seller, are not sales of tangible personal property.

107.03 Manufacturing means an action, or series of actions, performed upon tangible personal
property, either by hand or machine, which results in that tangible personal property being
reduced or transformed into a different state, quality, form, property, or thing. Manufacturing
requires a physical change to the tangible personal property and does not include an increase in
the value of a product without a physical change. Manufacturing does not include:

107.03A Generation or transmission of electricity;

107.03B Growing or caring for crops or animal life;

107.03C Mining, quarrying, and any other activity performed in severing raw materials
or other property from the ground;

107.03D Preparation of food for immediate consumption;

107.03E Production or transmission of data;

107.03F Production or transmission of information;

107.03G Production or transmission of programming, including computer software;

107.03H Purification or transportation of water;

107.031 Retail operations; or
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107.03J Sorting, cleaning, or repackaging of property, or breaking bulk quantities of
property into smaller units or packages.

107.04 Manufacturing machinery and equipment used in manufacturing includes:

107.04A Chemicals, solutions, or catalysts when utilized in a mold or die process;

107.04B Computers, software, and related peripheral equipment used to quide, control,
operate, or measure the manufacturing process;

107.04C Machinery and equipment used by a manufacturer to produce steam, electricity,
or chemical catalysts and solutions that are essential to the manufacturing process even if
the produced items are consumed during the manufacturing process, but does not include
the chemical catalysts and solutions themselves (See subsection 1-107.05B);

107.04D Machinery and equipment used to maintain the integrity of the product or to
maintain the unique environmental conditions necessary for either the product or the
manufacturing _machinery and equipment.  Heating, ventilating, and cooling the
workplace to make conditions suitable for employees is not maintaining unigue
environmental conditions;

107.04E Machinery and equipment used to produce, fabricate, assemble, process, finish,
refine, or package tangible personal property for sale;

107.04E(1) Machinery and equipment includes items attached to manufacturing
machinery and equipment, which facilitate its operations or functions, such as
drill bits or sanding belts.

107.04F Machinery and equipment used to transport, convey, handle, or store the raw
materials or components used in manufacturing, or the products produced by the
manufacturer for sale. This includes forklifts and other motorized vehicles used within
the manufacturing facility, but does not include any containers used to transport the
manufactured products to customers. (See Reg-1-107.05D);

107.04G Materials and parts purchased by a manufacturer to construct its own machinery
and equipment, or its own molds and dies used in its manufacturing process;

107.04H Molds and dies used to determine the physical characteristics of the finished
product or its packaging material;

107.041 Testing equipment used to measure the quality of the finished product. This
includes machinery and equipment used during the manufacturing process to measure the
guality of the item being manufactured, but does not include any equipment used in
research and development to improve existing products or develop new products; and

107.04J Tools powered by sources other than human effort, such as electricity, battery, or
compressed air.

107.05 Manufacturing machinery and equipment does NOT include:
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107.05A Building materials purchased by a manufacturer to attach, anchor, house,
enclose, or supply external power to machinery and equipment used in its manufacturing

Process,

107.05B Chemicals, solutions, and catalysts, except those utilized in a mold or die
process, whether or not such items are essential to the manufacturing process;

107.05C Computers, software, and related peripheral equipment which are not used in
guiding, controlling, operating, or measuring the manufacturing process;

107.05D Containers used to transport the manufactured product to customers including,
but not limited to, pallets, tanks for welding gases, and bottles. Containers will be taxed
or exempted pursuant to the provisions of Reg-1-043, Containers;

107.05E Hand tools. Hand tools means only those tools that are held in the hand and are
powered solely by human effort;

107.05F Machinery and equipment used in research and development;
107.05G Office equipment;

107.05H Supplies and other items consumed by a manufacturer whether or not such items
are essential to the manufacturing process, such as solvents or cutting oils; and

107.051 Vehicles required to be reqgistered for operation on the roads and highways of this
state and items attached to the vehicles.

107.06 Person means any individual, firm, partnership, limited liability company, joint venture,
association, corporation, estate, trust, business trust, receiver, trustee, syndicate, cooperative,
assignee, or other group or combination acting as a unit.

107.07 When machinery and equipment is used for both manufacturing and for other purposes,
the manufacturing use must be more than 50 percent of the total use to qualify for the exemption
specified in this regulation. When a manufacturer claims an exemption for manufacturing
machinery and equipment, it must maintain records clearly showing that it used the machinery
and equipment more than 50 percent of the time in its manufacturing process.

107.08 Option 2 or Option 3 contractors who purchase and annex manufacturing machinery and
equipment for a manufacturer must pay sales or use tax on their cost of the manufacturing
machinery and equipment or the parts and components of the manufacturing machinery and
equipment. Option 2 and Option 3 contractors may not accept an exemption certificate from a
manufacturer for annexed manufacturing machinery and equipment.

107.09 Repair or replacement parts or accessories purchased by a manufacturer and used in
maintaining, repairing, or refurbishing manufacturing machinery and equipment are exempt from
fax.

107.09A Persons who do not qualify as a manufacturer in any year must pay tax on all
purchases of repair parts and repair labor for the manufacturing machinery and equipment
made during that year, even if the manufacturing machinery and equipment was exempt
when it was purchased.
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107.09B Option 2 or Option 3 contractors must pay tax on their purchases of repair or
replacement parts used to repair annexed manufacturing machinery and equipment.

107.10 Purchases by a manufacturer of installation, repair, or maintenance services performed on
exempt manufacturing machinery and equipment are exempt from tax.

107.11 Purchases by a manufacturer of warranties, guarantees, or maintenance agreements
covering exempt manufacturing machinery and equipment are exempt from tax.

107.11A Option 2 or Option 3 contractors must pay tax on their purchases of repair or
replacement parts used to fulfill their obligations under these agreements.

107.12 A retailer may make a tax-free sale of manufacturing machinery and equipment and any
property or service identified in Reg-1-107.04 when the manufacturer issues the retailer either a
properly completed Nebraska exemption certificate or another exemption form approved by the
Department of Revenue under Reg-1-014, Exempt Sale Certificate.

107.12A An Option 1 contractor may accept an exemption certificate from a
manufacturer and not collect tax on annexed manufacturing machinery and equipment.

(Sections 77-2701.46, 77-2701.47, and 77-2704.22 R.R.S., 20009. )
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TITLE 316 NEBRASKA ADMINISTRATIVE CODE, CHAPTER 34

NEBRASKA DEPARTMENT OF REVENUE

REGULATIONS AND PROCEDURES GOVERNING DECLARATORY ORDERS

REG-34-001 SCOPE AND DEFINITIONS

001.01 Scope of this Chapter. This Chapter of these requlations is to be used only by persons
seeking issuance of a declaratory order by the Department.

001.02 Definitions. As used in this Chapter:

001.02A Applicability means the relation of the law or action to the person, property, or
state of facts, or its relevance under the circumstances given. It may include such
guestions as whether the law or action applies at all, to whom it applies, when it applies,
how it applies, or which law or action applies.

001.02B Authorized representative means a person who is authorized by the petitioner, or
any party to represent the petitioner, or any party for purposes of the declaratory order
proceeding consistent with the requirements of Chapter 33, Article 8 of these requlations.

001.02C Declaratory order proceeding means a proceeding initiated by a petitioner
seeking issuance of a binding order by the Department as to the applicability of specified
circumstances to a law or action that is within the primary jurisdiction of the Department.
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001.02D Department means the Nebraska Department of Revenue.

001.02E Hearing Officer means the Tax Commissioner or individual or individuals
designated by the Tax Commissioner to conduct a declaratory order proceeding pursuant
to the Administrative Procedure Act.

001.02F Law or action means a statute, requlation, revenue ruling, or order of the Tax
Commissioner.

001.02G Necessary party means a person who or an entity which has a specific interest
in the applicability of the law or action, as distinguished from a general interest, such as
may be the concern of the public at large. A necessary party is one which is, or would be
affected, in _a legally cognizable way if the Department issues a declaratory order
regarding the uncertainty sought to be resolved.

001.02H Party means the petitioner, the Department, any necessary party, and any other
person allowed to intervene in the declaratory order proceeding.

001.021 Person means bodies politic _and corporate, county officials, societies,
communities, nonprofit organizations, nonprofit corporations, the public generally,
individuals, partnerships, limited liability companies, joint stock companies, associations,
and other entities and organizations.

001.02J Petition means a written request for a declaratory order filed in accordance with
section 003 of this Chapter.

001.02K Petitioner means a person who files a petition for a declaratory order proceeding
before the Department that contains all the necessary information.

001.02L Tax Commissioner means the chief executive officer of the Department.

(Section 84-912.01, R.R.S. 2008)

3 Title 316, Chapter 34

March 22, 2010





Regulations on Declaratory Orders

REG-34-002 PETITION FOR DECLARATORY ORDER

002.01 Who May File. Any person may petition the Department to issue a declaratory order as
to the applicability to specified circumstances of a law or action which is within the primary
jurisdiction of the Department.

002.02 When Declaratory Orders Are Appropriate. A declaratory order may be requested on the
applicability of a law or action enforced by the Department. A declaratory order may be
requested only on the applicability of existing laws or actions. A declaratory order may be
requested to obtain an analysis of proposed conduct, not to obtain an analysis of conduct that has
already occurred.

002.03 When Declaratory Orders Are Inappropriate. The Department shall not issue a
declaratory order where:

002.03A The petition requests a declaratory order on a matter that is outside the scope of
the authority of the Department;

002.03B The petition requests review or appeal of a decision made by the Department in
a contested case;

002.03C The petition requests a declaratory order on the effect of past conduct;

002.03D An investigation for purposes of a formal adjudication, a contested case, or a
petition to issue, amend, or repeal requlations is pending before the Department involving
the petitioner on substantially the same or similar facts or issues raised in the petition;

002.03E The petition seeks a declaratory order that a statute, rule, requlation, or revenue
ruling is unconstitutional or invalid;

002.03F The issue raised in the petition has been settled by a change in circumstances or
other means;

002.03G A declaratory order would substantially prejudice the rights of a necessary party
who does not consent in writing to a declaratory order proceeding;

002.03H A declaratory order would not resolve the controversy or uncertainty; or

002.031 The question posed or facts presented are insufficiently specific, overly broad, or
are otherwise inappropriate.

4 Title 316, Chapter 34

March 22, 2010





Regulations on Declaratory Orders

002.04 The Department may refuse to issue a declaratory order where:

002.04A Refusal is necessary to assure adequate Department resources are available for
issuing rulings on petitions raising questions of greater urgency or significance;

002.04B The guestion presented is so complex that the Department has not had sufficient
opportunity or resources to develop an appropriate declaratory order; or

002.04C The petitioner failed to submit any additional information requested by the
Department or submitted such information after the date established by the Department.

002.05 Form and Contents of Petition. A petition for declaratory order shall be in writing and
shall:

002.05A Contain a caption, which includes:

002.05A(1) The words: BEFORE THE DEPARTMENT OF REVENUE, STATE
OF NEBRASKA;

002.05A(2) A heading specifying the subject matter and the name of the
petitioner; and

002.05A(3) The words: PETITION FOR DECLARATORY ORDER.

002.05B Bear the signature of the petitioner, or an authorized representative of the
petitioner;

002.05C Contain the name and address of the petitioner, and when his or her authorized
representative is an attorney, the name, address, telephone number, and bar number of the

attorney;

002.05D Include any documents that relate to the petition:;

002.05E Contain the name and address of all persons or entities, known to the petitioner,
who may have a specific interest in the applicability of the law or action, or who may be
affected by resolution of the issue sought to be resolved by the petitioner;

002.05F Cite the law or action upon which the petitioner seeks a declaratory order;

002.05G Contain a detailed statement of all of the material facts and specific
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circumstances which apply to petitioner’s request for a declaratory order;

002.05H State all legal or factual contentions asserted by the petitioner;

002.051 State a demand for the relief sought by the petitioner;

002.05J State the petitioner’s position as to how the Department should rule and why the
Department should rule in the manner requested:;

002.05K Include any documents pertinent to the petition that the petitioner wishes to be
considered by the Department; and

002.05L State a request for hearing if one is desired.

002.06 The petitioner must also attach any written consents to the proceeding obtained from any
necessary party.

002.07 When the Tax Commissioner approves and implements an electronic form or method for
filing a petition, any petition for declaratory order may be filed electronically with the
Department if it contains all the information required by this section. The petition may be filed
using the Web site of the Department (www.revenue.ne.gov).

002.08 The petition shall be filed with the Tax Commissioner by mail, in person, or
electronically during the Department’s normal business hours.

002.09 The petition shall be deemed to be filed when it is actually received by the Department.
The Department shall date stamp all petitions upon receipt.

002.10 At the same time the petition is filed with the Department, the petitioner must also serve a
copy of the petition, by certified mail, return receipt requested, on all necessary parties.

(Section 84-912.01, R.R.S. 2008)
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REG-34-003 DISPOSITION OF THE PETITION

003.01 Generally. The Tax Commissioner may consider the petition or delegate the matter to a
designated Hearing Officer to consider and recommend a decision to the Tax Commissioner. In
considering the petition, the Tax Commissioner or Hearing Officer may do one or more of the

following:

003.01A Require that additional information be submitted before the petition will be
further considered:

003.01B Require the petitioner to provide notice to persons or entities who may be
necessary parties that a request for a declaratory order has been filed with the

Department;

003.01C Schedule a date, time, and location at which the petitioner and any other parties
to the proceeding may make an oral argument on the petition:;

003.01D Consider the petition and any attachments without oral argument.

003.02 Within 30 days after the petition is filed, the Tax Commissioner shall, in writing:

003.02A Issue a declaratory order applying the law or action in guestion to the specified
circumstances;

003.02B Agree to issue a declaratory order by a specified time applying the law or action
in question to the specified circumstances;

003.02C Set the matter for proceedings as set forth in subsection 003.01 of this Chapter;
or

003.02D Decline to issue a declaratory order, stating the reasons for the Tax
Commissioner’s decision.

003.03 The Tax Commissioner may decide at any time to not issue a declaratory order if
issuing an order under the circumstances would be contrary to any provision of section 002.03 of
this Chapter. The Tax Commissioner shall notify the petitioner and any party in writing when he
or she decides not to issue a declaratory order.

(Section 84-912.01, R.R.S. 2008)
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REG-34-004 INTERVENTION IN DECLARATORY ORDER PROCEEDING

004.01 Intervention by any person or entity in a declaratory order proceeding shall be allowed if:

004.01A A petition for intervention is submitted in writing to the Department. Copies
must be mailed to all parties to the proceeding.

004.01B The contents of the petition are as specified in subsection 002.05 of this rule.

004.01C The Hearing Officer determines that the interests of justice and the orderly and
prompt conduct of the proceedings will not be impaired by the intervention.

004.02 The petition for intervention shall be submitted to the Department in writing. In addition
to the requirements of section 002.05 of these regulations, the petition shall include:

004.02A A statement of facts sufficient to show the intervenor’s interest; and

004.02B A statement of facts which demonstrate that the intervenor’s legal rights. duties,
privileges, immunities, or other legal interests may be substantially affected by the

proceeding;

004.03 The Department may invite any person to file a petition for intervention.

004.04 Except as provided in subsection 004.05 of these requlations, the Hearing Officer shall
grant a petition for intervention if the requirements of subsections 004.01 and 004.02 of this
section are satisfied.

004.05 The Hearing Officer shall deny a petition for intervention if the interests of justice or the
orderly and prompt conduct of the proceedings would be impaired by allowing the intervention.

004.06 The Hearing Officer’s decision to grant or deny a petition for intervention shall be in
writing and served upon all parties.

(Section 84-912.02, R.R.S. 2008)
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REG-34-005 DECLARATORY ORDER PROCEEDINGS

005.01 Oral Argument, When. Any party may submit a motion for oral argument to the Hearing
Officer. If an opportunity for oral argument is granted, then argument shall be scheduled to be
conducted no more than 45 days after the petition was filed. The petitioner and all other parties
shall be served by the Department with notice of the date, time, and location for oral argument.
The Department shall provide all parties with notice of the proceeding not less than seven days in
advance of the scheduled date. Service shall be made by certified mail, return receipt requested.

005.02 Oral Argument, Procedure. Oral argument will be made before the Hearing Officer. The
Hearing Officer shall control the proceeding and shall:

005.02A Identify the proceeding, introduce himself or herself, and identify each party for
the record;

005.02B Hear the oral arguments of the petitioner, Department, intervenors, and
necessary parties; and

005.02C Close the proceedings.

005.03 The Hearing Officer may impose reasonable limits on the amount of time allocated for
oral arguments.

005.04 The parties may file briefs in support of their positions. The Hearing Officer may fix the
time and order of filing briefs and may direct that briefs be submitted prior to the date of oral

arguments.

005.05 Oral arguments may be conducted either in person or by conference call.

(Section 84-912.01, R.R.S. 2008)
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REG-34-006 ISSUANCE OF DECLARATORY ORDER

006.01 The Tax Commissioner shall issue his or her declaratory order within 60 days after the
date the petition was filed.

006.02 The declaratory order shall be in writing and include the following:

006.02A The names of all parties to the proceeding;

006.02B The facts upon which the order is based;

006.02C The statute, rule, requlation, revenue ruling, or order at issue in the matter;

006.02D The Tax Commissioner’s conclusions as to the applicability of the law or action
to the facts;

006.02E The Tax Commissioner’s conclusions as to the legal effect or result of applying
the law or action to the facts; and

006.02F The reasons relied upon by the Tax Commissioner to support his or her
conclusions.

006.03 A copy of the declaratory order shall be served upon each party by certified mail, return
receipt requested.

006.04 A declaratory order has the same status and binding effect as an order issued in a
contested case.

006.05 If the Tax Commissioner has not issued a declaratory order within 60 days after the
petition has been filed, the petition shall be deemed to have been denied.

(Section 84-912.01(5), (6), and (7), R.R.S. 1999)
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REG-34-007 APPEAL

007.01 A declaratory order may be appealed in the manner provided for review of contested
cases by the Administrative Procedure Act.

007.02 Parties desiring to appeal a final declaratory order of the Tax Commissioner must file a
petition for review in the District Court of Lancaster County, Nebraska within 30 days after the
service of the declaratory order of the Tax Commissioner. The period for appeal commences on
the date of service of the notification of a determination by the Tax Commissioner to the parties
or_their authorized representatives. Service of the petition and summons must be made in
accordance with Nebraska law.

(Sections 84-912.01(6), and 84-917, R.R.S. 2008)
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REG-35-202 LICENSE REQUIREMENTS: CLASS | AND CLASS Il BINGO

202.01 Except for special event bingo as provided in Regulation 35-222, a bingo license is
required whenever a charge is made to participate or any bingo prize to be awarded exceeds
$25.00 $25 in value. Sueh A bingo license shall must be applied for on a form prescribed by the
Department. An organization seeking a bingo license may apply for either a Class | or Class 1l
license. The class of license which an organization is granted shall-be is determined by the
following:

202.01A A licensed organization with bingo gross receipts of less than $100,000-60 for
the annual reporting period July 1 through June 30 will be issued a Class I license.

202.01B A licensed organization with bingo gross receipts of $100,000-08 or more for
the annual reporting period July 1 through June 30 will be issued a Class |1 license.

202.01C When a bingo occasion is conducted on a joint basis by two or more licensed
organizations, the class of license required shal—be is determined based upon the
combined gross receipts of all licensed organizations involved in the conduct of the bingo
occasion.

202.01D The base period for determining bingo gross receipts for license classification
purposes shal-be is the annual reporting period July 1 to June 30. For license renewal
purposes, the Department will use the licensed organization's gross receipts from the
most recently completed annual reporting period in determining the appropriate class of
license to be issued. If the organization was not licensed for the entire reporting period,
the Department will annualize the reported gross receipts r—erder to determine the
appropriate class of license.

202.01D(1) For an organization that—has not previously been licensed, the
following factors will be used to determine the class of license to be issued:

202.01D(1)(a) The size of the premises to be used for the conduct of
bingo;

202.01D(1)(b) The prices the organization intends to charge for
admissions and bingo cards, and the prizes the organization intends to
award; and

202.01D(1)(c) The number of players the organization expects to attract.

202.01E If, during the course of the licensing period, an organization conducting bingo
under a Class | license determines that its gross receipts for the first annual reporting
period after issuance of the license will equal or exceed $100,000-00, it shall apply for an
upgrade to a Class Il license. Sueh The application shall be accompanied by the
difference in license fees between a Class | and Class Il license and a completed
Nebraska Application for Gaming Manager License, Form 50C, and the statutorily
required license fee.
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202.01E(1) Upon issuance of the Class Il license, the organization must
discontinue the use of any reusable hard bingo card or shutter card and shall
adhere to all regulations and requirements for a Class Il bingo licensee.

202.01E(2) Within seven days ef after the issuance of the Class Il license, the
organization shall return the original Class I license issued by the Department and
conduct a physical inventory of any disposable paper bingo cards on hand
immediately prior to the first bingo game conducted under the Class Il license.
Sueh The inventory shall be reported to the Department with the licensed
organization's first quarterly report immediately following the upgrade of the
license.

202.01F A Class Il license may be downgraded to a Class | license only if a Class Il
bingo licensee's gross receipts fall below $100,000-88 for the annual reporting period
July 1 to June 30, and sueh the license may only be downgraded (a) for the second twelve
12-month period of a biennial licensing period, or (b) upon the renewal of a biennial
license.

202.02 An application for a bingo license shall contain.—at—a—minimum,; the following
information:

202.02A The name and location address of the applicant organization and—-applicable; a
mailing address if different from the location address;

202.02B The county in which the applicant organization's principal office is located;
202.02C Any state or federal identification numbers held by the applicant organization;

202.02D The class of bingo license forwhich-the-erganization-is-apphying applied for and

the statutorily required license fee;

202.02E The type of organization, the subsection of section 501(c) of the Internal
Revenue Code (IRC) under which the organization is tax exempt, number of members,
and affiliation, if any, with a state or national organization;

202.02F The name and complete address of the financial institution at-whieh where the
applicant organization will have its bingo checking account and the account number;

202.02G The names, social security numbers, dates of birth, and titles of the principal
officers of the applicant organization;

202.02H The complete address, including the county, of the premises at-which where
bingo is to be conducted, and an indication of whether the premises and bingo equipment
to be used are owned or rented by the applicant organization;

202.021 If applicable, the name of the lessor of the premises at-which where bingo will be
conducted and/er the lessor of any bingo equipment and the amount of rent to be paid;

202.02J The frequency that bingo will be conducted, including the calendar days of the
week and the beginning and ending times for the bingo occasions;

202.02K An—indication—as—te A statement indicating whether another licensed
organization will be co-sponsoring the bingo occasion and, if applicable, the name and
state identification number of the co-sponsoring organization;
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202.02L The name, complete address, social security number, date of birth, and years of
membership of one member as defined in Regulation 35-200.15, of the applicant
organization who shal will serve as the bingo chairperson and, at the applicant
organization's option, the names, complete addresses, social security numbers, dates of
birth, and years of membership of up to three members, as defined in Regulation 35-
200.15, of the applicant organization who shal will serve as alternate bingo chairpersons;
and

202.02M If the applicant organization is applying for a Class Il license for the first time,
the proposed price structure for the sale or use of bingo cards and bingo card monitoring
devices.

202.03 In addition to the license application required by Regulation 35-202.02, each applicant
organization is required to apply for and obtain a license for at least one of its members, as
defined in Regulation 35-200.15, to serve as the organization's utilization of funds member (see
Regulation 35-204). A Class Il bingo licensee must also apply for and obtain a license for at
least one individual to serve as a gaming manager (see Regulation 35-206).

202.04 It shak-be is the responsibility of the bingo chairperson and a utilization of funds member
of the licensed organization to keep the organization's license application information current.
The Department must be informed within thirty—{(30} days of any changes in the information
supplied by the licensed organization in its most recent filing with the Department.

202.04A The licensed organization's bingo chairperson or gaming manager must submit a
thirty—(30) day advance notification to the Department, in writing, and must receive
approval from the Department prior to:

202.04A(1) Changing the location of its bingo premises; or
202.04A(2) Changing the days andfor times it conducts bingo.

202.04B All other application changes must be reported in writing and the Department
may require the filing of a new application andfor schedule. All changes to a licensed
organization's application information submitted by a bingo chairperson or gaming
manager, other than changes to the days or time times of the bingo occasions or a change
of the premises at which bingo is conducted, must be confirmed by the signature of an
officer of the licensed organization or a utilization of funds member.

202.04C Any individual signing the most current application shal-ebligate obligates the
licensed organization to comply with the Nebraska Bingo Act and Regulations for that
licensing period.

202.05 In addition to all other information requested by the Department, each applicant for a
bingo license and each subsequent renewal thereef may, at the discretion of the Department, be
required to provide:

202.05A A copy of the applicant organization's articles of incorporation or bylaws or, if
not a corporation, a copy of any bylaws or other documents which set forth the
organization's structure and purpose;
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202.05B Additional evidence of a parent-subordinate relationship if the applicant
organization is utilizing the charter date of its parent organization to satisfy the five-year
existence requirement; andfor

202.05C A current roster of all active members.

202.06 All Class I and Class Il bingo licenses shall expire and may be renewed on a biennial
basis, according to the following schedule:

202.06A A license to conduct bingo issued to a nonprofit organization holding a
certificate of exemption under section 501(c)(3) or (c)(4) of the nternal-Revenue-Code
IRC and any license issued to a utilization of funds member or gaming manager for such
the nonprofit organization shal-expire expires on September 30 of each odd-numbered
year.

202.06B A license to conduct bingo issued to a nonprofit organization holding a
certificate of exemption under section 501(c)(5), (c)(7), (c)(8), (c)(10) or (c)(19) of the
Internal-Revenue—Code IRC, or to any volunteer fire company or volunteer first-aid,
rescue, ambulance, or emergency squad and any license issued to a utilization of funds
member or gaming manager for sueh the organizations shat-expire expires on September
30 of each even-numbered year.

202.07 Applications for license renewal shal-be-are due 45 days prior to the expiration date of
the license, or as otherwise provided in regulation, unless sueh the application pertains only to a
limited period bingo occasion. Licenses are not transferable. An organization, utilization of
funds member, or gaming manager is not considered licensed and shall not conduct any activity
for which a license is required until sueh the organization or individual has physical possession
of the printed license issued by the Department.

202.08 The licensed organization shall post conspicuously, at the place where bingo is being
conducted, the organization's bingo license and, if applicable, the gaming manager's license. The
organization's utilization of funds member license is not required to be posted.

202.08B 202.08A A licensed organization which has obtained authorization from the
Department to conduct a limited period bingo occasion or a restricted limited period
bingo occasion as defined in Regulation 35-213 shall post conspicuously, at the premises
where bingo is conducted, the Limited Period Bingo Authorization, Form 52.

202.08C 202.08B The licensed organization must post its current Heense(s) licenses and
authorizations issued by the Department. A copy of the license or authorization shal
may not be substituted for the original.

202:08C(1) 202.08B(1) A licensed organization, utilization of funds member, or
gaming manager whose license has been lost, stolen, or destroyed must notify the
Department as soon as possible. A duplicate license will be issued for no
additional fee.
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202.09 Any licensed organization, utilization of funds member, or gaming manager who no
longer desires to be licensed ef and any individual who no longer desires to be designated as the
licensed organization's bingo chairperson or alternate bingo chairperson, shall notify the
Department in writing of thelntentions his or her intention to cancel their the licenses licenses
or designation. Sueh-The notification shall be signed by:

202.09A An officer of the organization in the case of a licensed organization;

202.09B An officer of the licensed organization and the individual holding the license in
the case of a utilization of funds member or gaming manager; or

202.09C An officer of the licensed organization and the individual designated as bingo
chairperson or alternate bingo chairperson in the case of a bingo chairperson or alternate
bingo chairperson.

202.09D All notifications of license cancellation shalh must be accompanied by the
original licenses issued by the Department.

202.10 In-the—event-that If a license is suspended, canceled, or revoked, the licensee shall
surrender physical possession of sueh the license{s) to the Department immediately upon receipt
of the order of suspension, cancellation, or revocation from the Department.

202.10A In the case of suspension, the Department shall return the licenses to the
licensee at the end of the suspension period.

202.10B In the case of cancellation, the former licensee may reapply for a license when
the period of cancellation has expired.

202.10C In the case of revocation, the former licensee may not reapply for any license at
any time in the future under the Nebraska Bingo Act unless otherwise authorized by the
Department.

202.10D When a licensee has successfully appealed an order of suspension, revocation,
or cancellation, the Department shall return physical possession of the licenses license
which have has been suspended, revoked, or canceled.

(Sections 9-202, 9-204.02, 9-205, 9-207, 9-209.01, 9-212, 9-213 9-214, 9-215, 9-216, 9-220, 9-
224, 9-225, 9-225.01, 9-225.02, 9-226, 9-230, 9-232.01, 9-232.02, 9-233, 9-236; 9-237, 9-
241.10, and 9-255.05, R.R.S. 2007. September-5,-2005 )

6 Title 316, Chapter 35
December 7, 2009





CHARITABLE GAMING REGULATIONS

REG-35-203 LAWFUL PURPOSE

203.01 A licensed or previously licensed organization shall spend its bingo profits solely for
lawful purposes.

203.01A For purposes of this regulation, bingo profits means the gross receipts collected
from one or more bingo games, less reasonable sums necessarily and actually expended
for prizes, taxes, license and-permit fees, bingo equipment, the cost of renting or leasing a
premises for the conduct of bingo, and other allowable expenses.

203.02 Bingo profits may be used internally by a licensed or previously licensed organization or
donated outside of the organization, subject to the following:

203.02A Internal use of bingo profits. Lawful purpose uses of bingo profits internally by
a licensed or previously licensed organization include:

203.02A(1) Charitable, benevolent, humane, religious, philanthropic, youth
sports, educational, civic, or fraternal activities conducted by the licensed or
previously licensed organization for the benefit of its members, such as:

203.02A(1)(a) Religious activities including, but not limited to, creating,
operating, or maintaining a church, church school, and their programs and
facilities;

203.02A(1)(b) Educational activities including, but not limited to, paying
the operating expenses of a school or establishing or continuing
scholarship funds;

203.02A(1)(c) Charitable or humane activities including, but not limited
to, purchasing food for the needy or to help provide medical care for
individuals in need,;

203.02A(1)(d) Youth sports activities including, but not limited to, the
support or maintenance of team or individual activities which consist of an
element of enjoyment or recreation, involving the practice of individual
skill, and in which all of the participants are under 19 years of age. Such
donations may include the construction, acquisition, improvement, or
maintenance of facilities used in conjunction with youth sports activities;
and

203.02A(1)(e) Civic or fraternal activities including, but not limited to,
those activities which confer a benefit on the membership as a whole, such
as paying the reasonable and necessary expenses for officers to travel to
regional or national conventions at-which where organization business is
discussed; funding ceremonies commemorating religious or patriotic
holidays; paying for the construction, acquisition, improvement, or
maintenance of the licensed or previously licensed organization’s
facilities; or paying the general operating expenses of the licensed or
previously licensed organization such as non-bingo related payroll
expenses, taxes, insurance, or utilities.
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203.02A(2) A licensed or previously licensed organization shal may not use
bingo profits for purely social or recreational purposes such as stocking a bar with
alcoholic beverages, defraying the cost of a dinner or dance, or paying the
expenses for a New Year's Eve party.

203.02B Outside donations of bingo profits. Donating bingo profits outside of the
licensed or previously licensed organization is considered a lawful purpose usage of the
bingo profits provided the donation is made to an eligible recipient. Only the following
entities are eligible to receive an outside donation:

203.02B(1) The State of Nebraska or any political subdivision thereof; of the
state, if the funds are used exclusively for public purposes such as the funding of
parks or the creation or maintenance of public facilities or projects;

203.02B(2) A corporation, trust, community chest, fund, or foundation:

203.02B(2)(a) Created or organized under the laws of Nebraska, which
has been in existence for five consecutive years immediately preceding the
date of the donation, and which has its principal office located in
Nebraska. A licensed or previously licensed organization shall not donate
its bingo profits to foreign corporations, trusts, community chests, funds,
or foundations, but may donate to a local chapter of such organizations
provided that sueh the local chapter has been created or organized under
the laws of Nebraska, has been in existence for five years, and has its
principal office located in this state;

203.02B(2)(b) Organized and operated exclusively for religious,
charitable, scientific, literary, or educational purposes, for the prevention
of cruelty to children or animals, or to foster national or international
amateur sports competition;

203.02B(2)(c) Ne Organized and operated so that no part of the net
earnings ef-which-inuresto-the-benefit-of benefit any private shareholder
or individual,

203.02B(2)(d) Which is not disqualified for tax exemption under section
501(c)(3) of the Internal-Revenue-Code IRC by reason of attempting to
influence legislation; and

203.02B(2)(e) Which does not participate in any political campaign on
behalf of any candidate for political office.

203.02B(3) A post or organization of war veterans or an auxiliary unit or society
of, trust for, or foundation for any such post or organization:

203.02B(3)(a) Organized in the United States or in any territory or
possession thereof of the United States; and

203.02B(3)(b) Organized and operated so that no Ne part of the net
earnings ef-which-inures-to-the-benefit-of-benefit any private shareholder
or individual; or
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203.02B(4) A volunteer fire department or volunteer first-aid, rescue, or
emergency squad or volunteer fire company serving any city, village, county,
township, or rural or suburban fire protection district.

203.03 No part of the bingo profits shal may:

203.03A Inure-to—thebenefitof Benefit any individual member or shareholder of the
licensed or previously licensed organization making the donation, except to the extent it
is in furtherance of the purposes described in this regulation. A licensed or previously
licensed organization may make a direct donation to an individual member of its
organization if that organization's activities include (a) making charitable donations to
fire, catastrophic illness, or disaster victims, and the individual member is a victim
thereof, or (b) making charitable donations to other charitable, benevolent, humane,
religious, philanthropic, youth sports, educational, civic, or fraternal activity and the
individual member is a beneficiary thereof or a participant in the activity; or

203.03B Be used for any activity which attempts to influence any legislation, regulation,
or ordinance, or participating in or contributing to any political campaign on behalf of
any elected official or individual who is or has been a candidate for public office.

203.04 In the case of scholarship funds, the licensed or previously licensed organization may
either donate to its own internal scholarship fund, erte—an outside scholarship fund, or an
educational institution meeting the guidelines for recipients of outside donations under these
regulations.

203.04A A donation to a scholarship fund that does benefit an individual member of the
licensed or previously licensed organization or a dependent or immediate family member
of sueh the individual member, may qualify as a lawful purpose and may be made either
through the organization's own scholarship fund or through a donation directly to the
educational institution or scholarship fund meeting the requirements of this regulation.

203.05 Upon dissolution of a licensed organization or upon suspension, cancellation, revocation,
or expiration of an organization's license, all remaining profits derived from the conduct of bingo
shal must be utilized for a lawful purpose and shall may not be distributed to any private
individual or shareholder. The disbursement of sueh the remaining profits shall-be is subject to
the reporting and disbursement requirements contained in Regulation 35-217.01A(1).

203.06 A licensed or previously licensed organization may commingle its revenue from the
conduct of bingo with its other operating accounts only after initially depositing the bingo
receipts into its bingo checking account. Bingo revenues transferred to other accounts of the
licensed or previously licensed organization must be done by writing a check from the bingo
checking account or by electronic funds transfer from the bingo checking account. Bingo
revenues transferred to other accounts must still be used for lawful purposes.

203.06A It shal-be is the duty of the licensed utilization of funds member to keep and
maintain records sufficient to prove that bingo revenues transferred from the bingo
checking account have been used for lawful purposes.

203.07 All lawful purpose donations must be made by a check written from the licensed or
previously licensed organization's bingo checking account, directly to the donee for the ultimate
use of the donation. For example, a lawful purpose donation to an eligible recipient must go
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directly to the recipient for use in a manner complying with section 9-211 of the Nebraska Bingo
Act and this regulation.

203.07A All checks must be signed by a licensed utilization of funds member of the
licensed organization. H-an An electronic funds transfer is-utilized-in-Hieu-ofachecksuch
transfer must be authorized by a licensed utilization of funds member of the licensed
organization.

203.08 No licensed or previously licensed organization, or any representative thereef, shal may
donate or promise to donate any portion of its bingo profits to a recipient outside of the
organization in exchange for a payment, gift, or other thing of value from the recipient to any
individual, organization, or corporation, including, but not limited to, the licensed or previously
licensed organization or any of its members, employees, or agents. Unlawful outside donations
include, but are not limited to:

203.08A A licensed or previously licensed organization donating all or a portion of its
bingo profits to a second organization in return for a donation or a transfer of all or a
portion of the donation from the second organization to the original organization or any
representative thereef.

(Sections 9-202, 9-211, 9-217, 9-226, 9-255.03, and 9-255.05, R.R.S. 2007, and section
9-255.04, R.S. Supp., 2009 Mareh 10,2002 )
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REG-35-205 BINGO CHAIRPERSON AND ALTERNATE BINGO CHAIRPERSON;
RESPONSIBILITIES AND DUTIES

205.01 Each licensed organization must designate one bona fide and active member of the
organization to be its bingo chairperson. The licensed organization may also designate up to
three additional members, as defined in Regulation 35-200.15, to serve as alternate bingo
chairpersons.

205.01A A bingo chairperson or alternate bingo chairperson may also be licensed as the
organization's utilization of funds member; however, a bingo chairperson or alternate
bingo chairperson may not be licensed as a gaming manager for any licensed
organization.

205.01B A Class | bingo licensee must have at least one bingo chairperson or alternate
bingo chairperson present for the duration of each bingo occasion, including limited
period bingo occasions, which the licensed organization conducts.

205.01C The presence of a bingo chairperson or alternate bingo chairperson at a Class Il
bingo occasion is optional. A Class Il bingo licensee is required to have a gaming
manager present for the duration of each bingo occasion. A Class Il bingo licensee's
bingo chairperson or alternate bingo chairperson may substitute for its gaming manager
only in an emergency situation.

205.01D In the case of a co-sponsored bingo occasion, each co-sponsoring licensed
organization must have at least one bingo chairperson, alternate bingo chairperson, or
gaming manager present for the duration of each bingo occasion.

205.02 The bingo chairperson or, in his or her absence, the alternate bingo chairperson, shal
have has the following responsibilities and duties:

205.02A Acting as the Department's primary contact for the licensed erganization
organization’s relative-te-its bingo activities;

205.02B #aEnsuring, in cooperation with the licensed organization's utilization of funds
member,-ensuring that the organization's bingo license application information filed with
the Department is kept current;

205.02C t Requesting, in cooperation with the licensed organization's gaming manager
(when applicable),+egquesting Departmental approval for changes to the days, times, or
premises where the licensed organization conducts bingo, notifying the Department as
required in Regulation 35-209.05 of any changes or additions to the licensed
organization's bingo card pricing structure, and requesting approval for the rescheduling
of a bingo occasion which was canceled due to an act of God;

205.02D Supervising and directing individuals working at the licensed organization's
bingo occasions;
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205.02E Ensuring that no one under 18 years of age participates in bingo or a lottery by
the sale of pickle cards conducted at the bingo occasion and that, except in the case of a
limited period bingo occasion, ensuring that no alcoholic beverages are served in the area
of the premises in which bingo is conducted,;

205.02E(1) #a Ensuring, in the case of a restricted limited period bingo occasion
where individuals under 18 years of age are permitted to play bingo, easuring that
such individuals do not sell, purchase, or play pickle cards, and that no alcoholic
beverages are served;

205.02F Ensuring that all gaming activities conducted at the licensed organization's bingo
occasion are conducted in accordance with the Nebraska Bingo Act, Nebraska Pickle
Card Lottery Act, Nebraska Lottery and Raffle Act, or Nebraska Small Lottery and
Raffle Act, and any rules and regulations promulgated pursuant to those Acts;

205.02G Resolving any gaming related disputes which may occur at the bingo occasion;

205.02H Ensuring that the licensed organization awards at least 50 percent of its bingo
gross receipts in prizes on a quarterly basis;

205.021 Ensuring that no prize awarded exceeds $1,000-80 in value for any single regular
or limited period bingo game or $25-00 in value for any single restricted limited period
bingo game;

205.02J Ensuring that the total value of prizes awarded for bingo at the occasion does not
exceed $4,000-60;

205.02K Ensuring that the total fair market value of promotional prizes awarded does not
exceed $100:066 for a regular bingo occasion or $250-80 for a limited period bingo
occasion;

205.02L Ensuring that complete and accurate records of all gaming activities conducted
at the bingo occasion are kept, including the date of each bingo occasion, whether it is a
regular, limited period, or restricted limited period bingo occasion, the gross receipts, the
bingo prizes paid, the fair market value of promotional prizes awarded, the number of
players at each occasion, and, if the licensed organization will be using pickle card
proceeds to pay bingo related expenses, the gross pickle card sales at each bingo
occasion;

205.02M Ensuring that prizes awarded in cash of $500-80 or more are properly receipted,;

205.02N Ensuring that all revenues received from the conduct of gaming activities at the
bingo occasion are turned over to the licensed organization's utilization of funds member
or deposited directly into the appropriate bank account of the licensed organization;

205.020 Ensuring that the licensed organization conspicuously posts, at each bingo
occasion, its bingo license, lecal-bingo-permit; the percentage of its bingo gross receipts
paid out in prizes for the last preceding quarter, and, when applicable, its gaming
manager(s) manager’s license and limited perlod bingo authorizations; and

205.02P
pickle-cards—ordering Orderlng plckle card units from a I|censed dlstrlbutor on behalf of
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the licensed organization to be sold at its bingo occasions if the licensed organization is
also licensed to conduct a lottery by the sale of pickle cards.

205.03 If a Class Il bingo licensee requires both the presence of a gaming manager and a bingo
chairperson, the gaming manager shal-be is the ultimate authority on gaming related issues at the
bingo occasion; however, the bingo chairperson may assist the gaming manager and act as the
licensed organization's representative at the bingo game when the gaming manager is not a
member of the licensed organization.

205.04 An individual designated as a bingo chairperson or alternate bingo chairperson shall may
not have a substantial interest, as defined in Regulation 35-200.20, in any individual or business
licensed as a manufacturer, distributor, or commercial lessor.

(Sections 9-202, 9-204.02, 9-207.01, 9-209, 9-209.01, 9-214.01, 9-225.01, 9-226, 9-
232.01, 9-232.02, 9-232.03, 9-236; 9-241.06, 9-241.08, 9-241.09, 9-241.10, 9-255.02, 9-255.03,
9-255.06, 9-255.07, 9-255.09, 9-331, and 9-342, R.R.S. 2007 .Mareh-16,-2002 .
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REG-35-206 GAMING MANAGER; LICENSING REQUIREMENTS AND DUTIES

206.01 A Class Il bingo licensee must license at least one individual to serve as its gaming
manager. Sueh This individual is not required to be a member of the licensed organization. The
licensed gaming manager shall be the individual responsible for the conduct of all gaming
activities at each bingo occasion of the licensed organization.

206.01A An individual may be licensed as a gaming manager for more than one licensed
organization, but must obtain a separate gaming manager's license for each organization.
A separate license application and license fee is required for the individual, from each
organization for which he or she is seeking a gaming manager's license.

206.01B A gaming manager cannot be designated as a bingo chairperson or alternate
bingo chairperson for any licensed organization, or hold any other type of license issued
pursuant to the Nebraska Bingo Act, the Nebraska Pickle Card Lottery Act, or the
Nebraska Lottery and Raffle Act.

206.02 An individual is not considered to be licensed as a gaming manager and shal may not
conduct any activity for which sueh a license is required until he or she has physical possession
of the gaming manager's license issued by the Department. An individual seeking a gaming
manager's license shalh must apply for sueh a license on a form supplied by the Department.
Sueh The application shalt must contain-at-a-mirimum; the following information:

206.02A The name and state identification number of the licensed organization;

206.02B The name, address, social security number, date of birth, and signature of the
individual applying for the gaming manager's license;

206.02C A statement signed by the licensed organization's utilization of funds member
indicating stating its approval of the gaming manager to operate and manage the bingo
game on behalf of the organization; and

206.02D The statutorily required license fee. Sueh The fee may be paid by the licensed
organization.

206.03 The information contained in the application shall be kept current. The gaming manager
shal must notify the Department within thirty—(30} days of any changes to the application
information. Changes must be reported in writing and the Department may require the filing of a
new application.

206.03A The gaming manager's license shal must be conspicuously posted with the
organization's bingo license at the premises where bingo is conducted.

206.04 A gaming manager's license shal-expire expires as provided in Regulation 35-202.06 and
may be renewed biennially. A gaming manager's license is not transferrable.

206.05 An individual applying for a license as a gaming manager is—reguired—to—must be
fingerprinted for criminal background investigation purposes. Two sets of fingerprints on cards
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supplied by the Department must be submitted to the Nebraska State Patrol, Criminal
Investigation Division, along with the required fees.

206.05A If an individual applying for a gaming manager's license has been issued a
license by the Nebraska Liquor Control Commission, the Department may, at its
discretion, waive the fingerprinting requirement.

206.05B An individual renewing his or her gaming manager's license shall not be
required to submit additional fingerprint cards or pay additional fingerprinting fees unless
specifically requested to do so by the Department.

206.06 A Class Il bingo licensee must have at least one of its gaming managers present for the
duration of each bingo occasion or limited period bingo occasion which the licensed organization
conducts, except that the organization's bingo chairperson or alternate bingo chairperson may
substitute for the gaming manager in an emergency situation.

206.07 The gaming manager shal-be is the ultimate authority on gaming related issues on the
premises of the bingo occasion. If the licensed organization requires both the presence of a
gaming manager and a bingo chairperson, the bingo chairperson or, in his or her absence, the
alternate bingo chairperson, may assist the gaming manager and act as the organization's
representative at the bingo occasion when the gaming manager is not a member of the
organization. The gaming manager shal-have has the following responsibilities and duties:

206.07A Fe-supervise Supervising and direet directing all bingo workers as-weH-as and
other individuals assisting in the conduct of gaming activities at the bingo occasion;

206.07B Ensuring that no one under 18 years of age participates in bingo or a lottery by
the sale of pickle cards and that, except in the case of a limited period bingo occasion,
that no alcoholic beverages are served in the area of the premises in which bingo is
conducted,;

206.07B(1) #n_Ensuring, in the case of a restricted limited period bingo occasion;
where individuals under 18 years of age are permitted to play bingo,—ensuring
that such individuals do not sell, purchase, or play pickle cards, and that no
alcoholic beverages are served;

206.07C Resolving any gaming related disputes which may occur during the bingo
occasion;

206.07D Ensuring that the licensed organization awards at least 50 percent of its bingo
gross receipts in prizes on a quarterly basis;

206.07E Ensuring that no prize awarded exceeds $1,000-86 in value for any single
regular or limited period bingo game, or $25:60 in value for any single restricted limited
period bingo game;

206.07F Ensuring that the total value of prizes awarded for bingo at the occasion does not
exceed $4,000-06;

206.07G Ensuring that the total fair market value of promotional prizes awarded does not
exceed $100:06 for a regular bingo occasion or $250-00 for a limited period bingo
occasion;

206.07H Ensuring that prizes awarded in cash of $500-08 or more are properly receipted:;
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206.071 Ensuring that all bingo card sales are properly receipted,;

206.07J Ensuring that all revenues received from the conduct of gaming activities at the
bingo occasion are turned over to the licensed organization's utilization of funds member
or deposited directly into the appropriate bank account of the organization;

206.07K Ensuring that complete and accurate records of all gaming activities conducted
at the bingo occasion are kept, including the date of each bingo occasion, whether it is a
regular, limited period, or restricted limited period bingo occasion, the gross receipts, the
bingo prizes paid, the value of promotional prizes awarded, the number of players at each
occasion, and, if the licensed organization will be using pickle card proceeds to pay bingo
related expenses, the gross proceeds from the sale of pickle cards at each bingo occasion;

206.07L Ensuring that all gaming activities at the bingo occasion are conducted in
accordance with the Nebraska Bingo Act, Nebraska Pickle Card Lottery Act, Nebraska
Lottery and Raffle Act, and Nebraska Small Lottery and Raffle Act, and any rules and
regulations promulgated pursuant to those Acts;

206.07M 1n Requesting, in cooperation with the licensed organization's bingo
chairperson,—reguesting Departmental Department approval for changes to the days,
times, or premises where the organization conducts bingo, notifying the Department as
required in Regulation 35-209.05 of any changes or additions to the organization's bingo
card pricing structure, and requesting approval for the rescheduling of a bingo occasion
which was canceled due to an act of God;

206.07N Ensuring that the licensed organization conspicuously posts, at each bingo
occasion, its bingo license, its—loecal-bingo—permit; the percentage of its bingo gross
receipts paid out in prizes for the last preceding quarter, and, when applicable, its gaming
manager license(s) and limited period bingo authorization(s); and

206.070 H-Ordering, if the licensed organization is also licensed to conduct a lottery by
the sale of pickle cards,-erdering pickle card units from a licensed distributor on behalf
of the organization to be sold at its bingo occasions.

206.08 An individual licensed as a gaming manager shal may not have a substantial interest, as
defined in Regulation 35-200.20, in any individual or business licensed as a distributor,
commercial lessor, or manufacturer.

(Sections 9-202, 9-204.02, 9-207.01, 9-209, 9-209.01, 214.01, 9-215, 9-226, 9-232.01, 9-
232.02, 9-233, 9-241.06, 9-241.08, 9-241.09, 9-241.10, 9-255.02, 9-255.03, 9-255.04, 9-255.05,
9-255.06, 9-255.07, 9-255.09, 9-331, and 9-342, R.R.S. 2007. Section-9-1,104—R.S—Supp-;
2002. November12.-2002
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REG-35-214 BINGO EXPENSES

214.01 A licensed organization may spend no more than 14 percent of its bingo gross receipts for
reasonable and necessary expenses relating to the conduct of bingo. The following bingo
expenses shal-be are exempt from the 14 percent expense limitation:

214.01A Bingo license and—permit fees paid to the Department-er—to-thetocal-city—-or
county-clerk:

214.01B Bingo taxes paid to the Department;

214.01C Bingo prizes and promotional prizes awarded at the bingo occasions;

214.01D The cost of purchasing, renting, or leasing bingo equipment including the
purchase of disposable paper bingo cards; and

214.01E The cost of the rental or lease of a premises for the conduct of bingo and the
purchase, rental, or lease of personal property necessary for the conduct of bingo such as
tables, chairs, video monitors, public address systems, etc.

214.01F All other expenses are subject to the 14 percent expense limitation.

214.02 Fhepurchase-ofbingo Bingo supplies such as daubers, chips, tape, and glue sticks shal
must be patd—fer purchased by a check written on the licensed organization's bingo checking
account.. ang-the The organization's cost of sueh these items shak-be are subject to the following
restrictions:

214.02A If a licensed organization awards a bingo supply as a prize for a bingo game, the
organization's cost of the bingo supplies weuld are not be-subject to the 14 percent
expense limitation;

214.02B If a licensed organization awards bingo supplies as promotional game prizes, the
organization's cost of the supplies is considered an advertising/promotional game expense
that is subject to the expense limitation. For purposes of complying with the promotional
game prize limitations contained in Regulation 35-212, the supplies shall must be valued
at their fair market value;

214.02C If a licensed organization provides bingo supplies at no charge to players, the
organization's cost of the supplies is an advertising/promotional expense that is subject to
the expense limitation;

214.02D If a licensed organization resells the bingo supplies at a price less than its cost,
the difference between the organization's cost and the proceeds received through the
resale of such items is considered an advertising/promotional expense that is subject to
the expense limitation;

214.02E If a licensed organization resells the bingo supplies and recovers its cost or
makes a profit from sueh the sales, the organization's cost of the supplies is not subject to
the expense limitation.
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214.02F All revenues received by a licensed organization from the sale of bingo supplies
shal must be deposited in the organization's bingo checking account; however, sueh the
revenues shall not be considered part of the organization's bingo gross receipts for
purposes of determining the bingo tax due.

214.03 For purposes of determining a licensed organization's compliance with the statutory
limitation on expenses, the 14 percent limitation shall-be-determined-by—utilizing is calculated
using the organization's bingo gross receipts on an annual basis, based upon the time period
which coincides with the annual reporting requirements contained in Regulation 35-217.

214.04 A licensed organization which is also licensed to sell pickle cards at its bingo occasions
may transfer a portion of its pickle card proceeds to its bingo checking account to pay bingo
expenses. The portion of the pickle card proceeds which ear may be transferred to pay bingo
expenses shal-be-determined-by is calculated using the bingo gross receipts and pickle card
gross proceeds from the annual reporting period as prescribed in Regulation 35-217, and-shal-be
based upon the percent that the gross proceeds from the sale of pickle cards at the bingo
occasions represents to the total of bingo gross receipts and pickle card gross proceeds at the
bingo occasions for the same period. For example:

If annual bingo gross receipts are: $ 500,000; and
annual pickle card gross proceeds at bingo are: $ 750,000;
Then total annual bingo/pickle activity is: $1,250,000.

In this example, the annual pickle card gross proceeds at bingo represent 60 percent of the total
of the bingo and pickle card activity at the bingo occasions ($750,000 divided by $1,250,000
equals 60 percent). Therefore, up to 60 percent of the bingo expenses, excluding prizes and
taxes, eettd may be transferred from the licensed organization's pickle card checking account to
its bingo checking account to pay bingo expenses. If the annual bingo expenses were $120,000,
60 percent of $120,000 would be $72,000;. thus Thus the licensed organization eeuld may
transfer up to $72,000 from its pickle card checking account to its bingo checking account to pay
the bingo expenses.

214.05 A licensed organization that wishes—to—utitize uses pickle card proceeds to pay bingo
expenses is required to maintain records of pickle card sales at its bingo occasions as provided in
Regulation 35-216, and to report such sales as provided in Regulation 35-217.

214.06 Any amount which a licensed organization transfers from the pickle card checking
account to the bingo checking account which is not utitized used for the payment of bingo
expenses must be used by the organization for a lawful purpose.

214.07 Related organizations, as defined in Regulation 35-201.03A, which are co-sponsoring a
bingo occasion where only one of the organizations is licensed to sell pickle cards at the bingo
occasions, may also allocate bingo expenses as provided in Regulation 35-214.04.

214.08 All bingo expenses shal must be paid by checks written on the licensed organization's
bingo checking account. Sueh The checks must be made payable directly to the parties with
whom the expenses were incurred. No bingo expenses shal-may be paid directly from the
licensed organization's pickle card checking account. Any proceeds from the sale of pickle cards
at the bingo occasions which are utilized used to pay bingo expenses must be transferred to the
bingo checking account in order to pay the bingo expenses.
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(Sections 9-202, 9-210, 9-226, 9-241.10, 9-255.02, 9-255.03, 9-255.05, 9-302, 9-308, 9-
312, and 9-347, R.R.S. 2007, and section 9-255.04, R.S. Supp., 2009. Nevember—12;
2002 )
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REG-35-217 ORGANIZATION REPORTING REQUIREMENTS

217.01 Each Class I and Class Il bingo licensee must file an annual report of its bingo activities
on forms supplied by the Department. In addition, each Class Il bingo licensee must file a
quarterly report of its bingo activities on forms supplied by the Department.

217.01A The annual report shal-cover covers the licensed organization's bingo activities
from July 1 to June 30 and shal must be filed with the Department by August 15 of each

year.

217.01A(1) An annual report must be filed with the Department by August 15 of
each year even if the licensed organization does not intend to renew its bingo
license or does not intend to retain its bingo license for the second year of the
biennial licensing period, its license renewal application has been denied, or its
license has been canceled, suspended, or revoked during the reporting period. In
addition, a licensed organization which has had its license renewal application
denied, or its license canceled, suspended, or revoked, shaH is also be required to:

217.01A(1)(a) Submit a written disbursement plan with the Department no
later than 45 days after the expiration date of its bingo license or the
effective date of the license renewal application denial or license
cancellation, suspension, or revocation. Sueh The plan shal must identify
the specific purpose{s) for which the remaining profits will be utilized, and
shak-be subject to approval by the Department; and

217.01A(1)(b) Unless otherwise determined by the Department, continue

Continue to file a bingo revenues status report by August 15 of each year,
on a form supplied by the Department, listing all disbursements of bingo
revenue until all such revenues have been expended either for allowable
expenses or for lawful purposes unless otherwise directed by the

Department.

217.01A(2) An annual report must be filed with the Department even if the
licensed organization conducted bingo for only a portion of the reporting period.
For example, if the licensed organization did not begin conducting bingo until the
second quarter of the reporting period, or ceased its bingo activities before the end
of the reporting period, an annual report weuld is still be required.

217.01A(3) An organization's license shall will not be renewed unless and until
complete and accurate annual reports, for all applicable reporting periods, are
filed with the Department.

217.01B The quarterly reports shat-be are due thirty{30) days after the end of the first,
third, and fourth calendar quarters of each year. An annual report shall be filed in place
of a quarterly report for the second calendar quarter.
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217.01B(1) A quarterly report must be filed with the Department even if the
licensed organization conducted bingo for only a portion of the quarterly
reporting period. For example, if the licensed organization did not begin
conducting bingo until the second month of the reporting period, or it ceased its
bingo activities before the end of the quarter, a quarterly report wewld is still be
required.

217.02 The licensed organization's utilization of funds member shall must ensure that a copy of
the organization's annual report is submitted to the organization's membership by August 15 of
each year. In addition, the utilization of funds member shall make a copy of the annual report
available to any member of the licensed organization, upon request.

217.03 The annual and quarterly reports shal must include the following information:

217.03A The bingo gross receipts, which—nclude including revenues received by the
licensed organization for the sale or use of bingo cards, fees charged for admission to
bingo occasions, fees charged for the use of bingo card monitoring devices, and the value
of any in-kind payments;

217.03B Amounts received from the sale of bingo supplies to bingo players;
217.03C The bingo prizes paid by the licensed organization in cash and by check;

217.03D The licensed organization's cost of merchandise awarded as a bingo or
promotional prize;

217.03E A breakdown of all expenses incurred by the licensed organization in connection
with its bingo activities. This shal-inelude includes items such as compensation paid to
bingo workers or any other individuals for work performed in connection with the
licensed organization's bingo activities;, payroll taxes;, the cost of legal, bookkeeping,
janitorial and security services in connection with the licensed organization's bingo
activities;, amounts paid for the rental or lease of a premises to conduct bingo including
furniture or fixtures, maintenance, repairs, and janitorial expenses included in the rental
or lease agreement;, amounts paid for the purchase, rental, or lease of bingo equipment
and bingo supplies; amounts paid for utilities at the premises where bingo is conducted;
bingo license fees;, state and-teeal bingo taxes; and advertising expenses, including the
licensed organization's cost of promotional game prizes;

217.03F All other expenses incurred or income derived by the licensed organization in
connection with its bingo activities, whether paid from or deposited in the licensed
organization's bingo checking account or another bank account of the organization
including, but not limited to, such things as overages or shortages of bingo receipts,
interest earned on the bingo bank accounts, and repairs and maintenance costs not
covered in a current rental or lease agreement;

217.03G The licensed organization's net profit or loss from the conduct of bingo;

217.03H A detailed summary of the licensed organization's lawful purpose use of the
bingo profits te-trelude including:

217.03H(1) A detailed itemization of expenditures made from the bingo checking
account for internal uses of bingo profits by the licensed organization. The
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itemization shall must include the date, amount, check number, and description of
the purpose for the internal expenditure;

217.03H(2) Transfers of funds made from the licensed organization's bingo
checking account to the general fund of the organization and a detailed
itemization of how such funds were expended for a lawful purpose;

217.03H(3) Transfers of funds made from the bingo checking account to any
special funds or trust funds which are not certificates of deposit or organization
savings accounts and a detailed itemization of how sueh the funds were expended
for a lawful purpose; and

217.03H(4) A detailed itemization of expenditures of external donations. The
itemization shall include the name and address of the party to whom the external
donation was made, the date, amount, and check number of the donation, and a
description of the intended use for the donation;

217.031 A summary of the licensed organization's bingo checking account activity and of
any other bingo related bank aceeunt{s} accounts, savings accounts, or certificates of
deposit te-irelude including:

217.031(1) The name and complete address of the financial institution at-which
where the account is maintained and the account number and balance of the
account at the beginning of the reporting period; total deposits made during the
reporting period; total interest earned during the reporting period; total
disbursements made during the reporting period; and the balance of the accounts
at the end of the reporting period;

217.031(2) Bingo cash and checks on hand for the beginning and ending dates of
the reporting period;

217.031(3) Deposits or transfers to the bingo checking account which are not
bingo receipts, such as transfers or deposits made from the licensed organization's
pickle card checking account to the bingo checking account; and

217.031(4) Any other disbursements from the bingo checking account which are
not listed as bingo prizes, bingo expenses, or lawful purpose donations;

217.03] Relative-te Regarding Class Il bingo licensees only, a summary of the disposable
paper bingo card inventory te-telude including:

217.03J(1) A description of each disposable paper bingo card packet (e.g., 6 ON
13 UP, 18 ON 13 UP) including the color; and

217.03J(2) The beginning and ending inventory for the reporting period; the
quantity purchased by the licensed organization; and the quantity sold and the
selling price of each type of card or packet; and

217.03K If the licensed organization is using bingo card monitoring devices to conduct
bingo, the type of device, the number of electronic facsimiles of bingo cards or packets
downloaded into such the devices, the number of disposable paper bingo cards or packets
sold to be monitored by such the devices, the licensed organization's selling price for the
electronic facsimiles of bingo cards or packets andfer disposable paper bingo cards or
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packets to be monitored by sueh the devices, the total gross receipts from the sale of
electronic facsimiles of bingo cards or packets and/er disposable paper bingo cards or
packets to be monitored by sueh the devices and, if players are charged a separate fee for
the use of a bingo card monitoring device, the number of devices used during the
reporting period, the fee (if any) charged per device, and the total gross receipts there
from the games monitored by the devices.

217.04 The annual and quarterly reports shalh must be signed by an officer, and the utilization of
funds member of the licensed organization, and the preparer of the report signifying that, under
penalty of law, they have reviewed the report and, to the best of their knowledge and belief,
found it to be a complete, true, and accurate accounting of the organization's bingo activities.

217.05 Each Class I and Class Il bingo licensee is must also reguired-te file a quarterly tax return
and summary of its bingo activities on forms supplied by the Department. The tax return and
summary shal must be accompanied by the remittance of the state bingo tax as provided in
Regulation 35-215. The quarterly tax return and accompanying bingo activity summary shah
must contain the following information for each bingo occasion conducted during the reporting
period:

217.05A The date of the bingo occasion and the number of players in attendance;
217.05B The type of occasion (i.e., regular or limited period);

217.05C The bingo gross receipts te-trelude-including revenues received by the licensed
organization for the sale or use of bingo cards, fees charged for admission to bingo
occasions, fees charged for the use of bingo card monitoring devices, and the value of
any in-kind payments;

217.05D The total value of the bingo prizes awarded including prizes paid in cash or by
check and merchandise prizes. Merchandise awarded as a bingo prize must be listed at
its fair market value;

217.05E The total value of promotional game prizes awarded in cash or by check and
merchandise prizes. Merchandise awarded as a promotional prize must be listed at its
fair market value; and

217.05F If the licensed organization wiH-be—using uses pickle card proceeds to pay a
portion of the operating expenses of conducting bingo, the gross proceeds from the sale
of pickle cards at the bingo occasion.

217.06 The quarterly tax return shalh must be signed by an officer, er the utilization of funds
member of the licensed organization, and the preparer of the tax return signifying that, under
penalty of law, they have reviewed the return and accompanying summary and, to the best of
their knowledge and belief, found them to be a complete, true, and accurate accounting of the
organization's bingo activity.

(Sections 9-202, 9-204, 9-204.01, 9-204.04, 9-211, 9-217, 9-225.01, 9-226, 9-232.02, 9-
233, 9-239, 9-240, 9-255.03, 9-255.05, and 9-347, R.R.S. 2007 and section 9-255.04 R.S. Supp.,
2009. September5, 2005 )
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REG-35-300 SCOPE AND DEFINITIONS

300.01 Bingo, Lottery, Raffle, and Lottery by Pickle Card Regulations 35-300 through 35-318
are adopted to carry out the provisions of the Nebraska Pickle Card Lottery Act. The following
definitions apply as used throughout section 35-300 through 318.

300.02 Definite profit means the gross proceeds or total possible receipts of a pickle card unit
less all of the possible prizes from that pickle card unit. For example:

Gross proceeds (3,600 $1-00 pickle cards at $1) $3,600-00
Less prizes (12,600)
Definite profit $1,000-00

300.03 Department means the Nebraska Department of Revenue.

300.04 Dispensing device means any machine or device into which a person inserts money, a
token, or something of value in exchange for one or more pickle cards. The definition of
dispensing device shal does not include any machine or device that awards or dispenses any
other type of prize including, but not limited to, free plays or any other item of value.

300.05 Flare card means a card, board, poster, flyer, or paper prepared by the manufacturer of a
pickle card unit which is enclosed with each unit. The flare card shal must identify the serial
number for the unit;, the state identification stamp;, the numbers, letters, symbols, or
configurations which, when revealed by opening the tabs on a pickle card, represent the winning
combination{s); combinations, the number of cards in the pickle card unit which contain the
winning combinations and their values;, the form number of the game, and the name, logo,
symbol, design, or trademark of the manufacturer of the pickle card unit.

300.06 Gross profit means the definite profit from a pickle card unit less any commission paid to
a pickle card operator for the sale of the unit. For example:

Gross proceeds (3,600 $1-00 pickle cards at $1) $3,600-00
Less prizes (12,600)
Definite profit $1,000-00
Less pickle card operator's

commission (30%) (_300)
Gross profit $ 700-00

300.07 Member means an individual who meets the written membership requirements contained
in the organization's articles of incorporation, bylaws, charter, statement of purpose, or other
written rules or statement governing membership of the organization.

300.07A ©One A person whose only participation in the activities of the organization
involves the conduct of gaming activities sha is not be-considered a member.

24 Title 316, Chapter 35
December 7, 2009





CHARITABLE GAMING REGULATIONS

300.08 Net profit means the gross profit from a pickle card unit less the unit cost and the
allowable expenses incurred by the licensed organization for marketing the unit. For example:

Gross proceeds (3,600 $1-60 pickle cards at $1) $3,600-00
Less prizes (12,600)
Definite profit $1,000-00
Less pickle card operator's

commission (30%)* (_300)
Gross profit $ 700-60

Less elements of unit cost

Cost of unit $56-00 60

Imprinting fee 700

Pickle card tax

(10%)* 100-60
Subtotal: 167

State Sales Fax tax {56%)** 80012

Federal tax;-(.0025 of gross)***

if applicable 9

$180-00 188

Allowable expenses {8%) (12%)*
4% 6% sales agents'

commission $ 4000 60
Other Marketing-Expensesmarketing expenses49-00 60
$ 80:00-120
Total unit cost and
allowable expenses $260.00 308 (260-00) (1308)
Net profit $440-00 $392.00

* caleulated Calculated on definite profit

** caleylated Calculated on total unit cost, including the pickle card tax and the imprinting fee —
sales tax may vary, the amount shown is rounded and assumes the maximum local rate

*** caleulated Calculated on gross proceeds
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300.09 Substantial interest means connected-interested-in-or-otherwise-concerned a connection,
interest, or concern, directly or indirectly, with an individual, organization, firm, or corporation
as follows:

300.09A With—respeetto Regarding a sole proprietorship, an individual or his or her
spouse who owns, operates, manages, or conducts directly or indirectly, a part of the sole
proprietorship;

300.09B With-respect-te Regarding a partnership, an individual, his or her spouse, or a
partnership, limited liability company (LLC), or corporation who owns, operates,
manages, or conducts directly or indirectly a part of the partnership activity, or shares in
any of the profits or potential profits of the partnership activities;

300.09C With-respect-to Regarding a Hmited-Hability-company LLC, an individual, his or

her spouse, or a partnership, Hmited-Habiity-ecompany LLC, or corporation who owns,
operates, manages, or conducts directly or indirectly a part of the Hmited—tabiity

company LLC activity, or shares in any of the profits or potential profits of the Hmited
Hability-company LLC activity;

300.09D With-respeet-te Regarding a corporation, an individual, his or her spouse, or a
partnership, Hmited-Habihity-company LLC, or corporation who owns, operates, manages,
or conducts directly or indirectly a part of the corporation activity, or who is an officer or
director of the corporation or is a holder directly or indirectly of ten percent or more of
any class of stock in the corporation;

30.09E Whth—respeet-te Regarding an individual, sueh an individual or his or her spouse
who provides ten percent or more of the capital, whether in cash, goods, or services for
the operation of a manufacturer, distributor, or pickle card operator during a calendar
year; and

300.09F With-respectto Regarding an organization, association, or business not covered
by subdivisions A, B, C, D, or E of this regulation:

300.09F(1) An individual or his or her spouse who is an officer or director of or
manages the business affairs of the organization, association, or business; or

300.09F(2) An individual or his or her spouse who owns or controls ten percent or
more of the assets of the organization, association, or business.

300.10 Ultimate use means the final purpose for which a licensed organization uses the proceeds
or profits of a lottery by the sale of pickle cards are-put-by-a-ticensed-organization. Ir-the-case-of
For expenses incurred by the organization, the ultimate use of pickle card proceeds to pay such
the expenses shal-mean means payment directly to the individual, business or corporation with
whom the organization has incurred that particular expense. In the case of a lawful purpose
donation, the ultimate use of pickle card net profits shal+meanr means that those monies are
donated or directed by the licensed organization directly to the final recipient for the lawful
purpose intended by the organization.

300.11 Unit cost means those costs incurred by a licensed organization connected with the
purchase of a pickle card unit. Unit cost shal-censist consists of the cost of the unit itself, the
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pickle card tax, any applicable sales or use tax, any federal gaming tax for which a licensed
organization may be liable, the imprinting fee charged by a licensed distributor, and any shipping
or delivery fee if invoiced from the distributor to the licensed organization.

300.12 Youth Amateur Athletics or Youth Sports means activities sponsored by an organization
which organizes, supervises, or administers team or individual activities which-eensist consisting
of an element of enjoyment or recreation involving the practice of individual skill and in which
all those participating on the team or in an individual activity are under the age of 19.

Sections 9-305.01, 9-306, 9-308, 9-308.01, 9-309, 9-314, 9-314.01, 9-321.01, 9-322, 9-
326, 9-327, 9-329.01, 9-329.02, 9-329.03, 9-329.04, 9-336, 9-340, 9-344, 9-345.02, 9-345.03, 9-
346 and 9-348, R.R.S. 2007 and sections 9-347 and 9-347.01, R.S. Supp., 2009. Nevember12;
2002 )
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REG-35-307 UTILIZATION OF FUNDS MEMBER; LICENSING REQUIREMENTS
AND DUTIES

307.01 Each licensed organization must have at least one of its members licensed as a utilization
of funds member. To be eligible for a utilization of funds member license, an individual must
have been an active and bona fide member of the organization for at least one year prior to
applying for the license.

307.01A If a licensed organization can provide evidence that the one-year membership
requirement will impose an undue hardship, the Department may waive sueh the
requirement. An officer of the organization must provide a written explanation of the
nature of the hardship with the utilization of funds member's license application.

307.01B An individual may act as a utilization of funds member for more than one
gaming activity of a licensed organization by paying only one licensing fee per licensing
period.

307.01C An individual may be licensed as a utilization of funds member for more than
one licensed organization by applying for a separate license for each organization and
paying a separate licensing fee for each organization.

307.01D A utilization of funds member may not be licensed as a sales agent for any
licensed organization or hold any other type of license issued under the Nebraska Bingo
Act, the Nebraska Lottery and Raffle Act, or the Nebraska Pickle Card Lottery Act.

307.02 An individual is not considered to be licensed as a utilization of funds member and shall
not conduct any activity for which sueh a license is required until he or she has obtained physical
possession of the printed license issued by the Department. The licensed organization shal must
apply for the license on a form supplied by the Department. The application shall must contain;
ata-minimum; the following information:

307.02A The name and state identification number of the licensed organization on whose
behalf the individual is seeking the utilization of funds member license;

307.02B The name, address, social security number, and date of birth of the individual
applying for the utilization of funds member license;

307.02C The date the individual became a member of the licensed organization;
307.02D The signature of the individual applying for the license;

307.02E A statement signed by an officer of the licensed organization indicating the
organization's approval of the individual to act as the utilization of funds member on
behalf of the organization; and

307.02F The statutorily required license fee. Sueh The fee may be paid by the licensed
organization.
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307.03 The information contained in the application shal-must be kept current. An individual
licensed as a utilization of funds member shal must notify the Department within thirty{30}
days of any changes to his or her most recent application filing. Changes must be reported in
writing and the Department may require the filing of a new application.

307.04 A utilization of funds member license shal-expire expires and may be renewed as
provided in Regulation 35-302.08.

307.05 The licensed organization is not required to post the utilization of funds member's
license.

307.06 A utilization of funds member for an organization licensed to conduct a lottery by pickle
cards shal-have has the following responsibilities:

307.06A Preparation-of Preparing all applications, reports, and documents filed with any
governmental agency by the licensed organization in connection with its lottery by the
sale of pickle cards. If the utilization of funds member is assisted in the preparation of
sueh the applications, reports, and documents by any other individual or business, the
utilization of funds member shall ensure that the information contained in those reports is
true, accurate, and kept up to date;

307.06B Ensuring that pickle card units purchased by the licensed organization are paid
for by a check written from the licensed organization's pickle card checking account
either in advance of or upon delivery of the pickle card units;

307.06C Ordering, purchasing, and accepting delivery of pickle card units from licensed
distributors on behalf of the licensed organization;

307.06D In-the-case-of-a-ClassH-licensee—approving Approving individuals to act as

sales agents for the licensed organization, authorizing pickle card operators to sell pickle
cards on behalf of the licensed organization, and signing any release the licensed
organization may be obligated to give a former sales agent seeking to be licensed with
another organization in the case of a Class 11 licensee;

307.06E Ensuring that the licensed organization complies with the 30 percent of definite
profit limitation on commissions paid to pickle card operators, the eight 12 percent of
definite profit limitation for allowable expenses, and; within that eight 12 percent
allowable expense limitation, ensuring that no sales agent of the organization receives
more than fewur six percent of definite profit as a commission for marketing pickle card
units;

307.06F Ensuring that his or her signature is on each check written from the
organization's pickle card checking account. If an electronic funds transfer is utilized in
lieu of a check, sueh-transfers the transfer must be authorized by a utilization of funds
member;

307.06F(1) A licensed organization may require that checks written by the
utilization of funds member be co-signed by one or more parties.

307.06G Collecting all revenues received by sales agents from the sale of pickle card
units to licensed pickle card operators;
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307.06H Ensuring that complete and accurate records of the licensed organization's
pickle card activities are kept, including the tracking of pickle card units sold and shipped
or delivered to pickle card operators by the organization's sales agents. Sueh The records
shal must include a description of the unit, the form number, serial number, and state
identification stamp number of each-sueh pickle card unit as well as the pickle card
operator to whom the unit was delivered, the gross proceeds from the sale of all pickle
card units both to pickle card operators and sold internally by the organization at its
designated premises, special function pickle card sales events, and bingo occasions,
prizes paid, expenses incurred by the organization relating to its lottery by pickle cards,
and taxes due and paid;

307.061 Depositing the proceeds from the sale of pickle cards and pickle card units, from
the sale, lease, or rental of pickle card dispensing devices into the pickle card checking
account of the licensed organization and ensuring that the revenues derived from the
lottery by pickle cards are segregated from other income of the licensed organization;

307.061(1) Whth-respect-to-the-depesiting—of Ensuring that checks written by a

pickle card operator for the purchase of pickle card units or for the sale, lease, or
rental of a pickle card dispensing device-ensuring-that-sueh-cheeks are deposited
within a commercially reasonable time after the pickle card operator issues the
check.

307.061(2) 2 When determining whether checks written by a pickle card operator
have been deposited within a commercially reasonable time, the following factors
shall be taken into consideration:

307.061(2)(a) The proximity of the licensed organization to the bank with
which where it has its pickle card checking account;

307.061(2)(b) The location of the organization's pickle card operators; and

307.061(2)(c) The ability of the organization's sales agents to deliver the
checks from the pickle card operators to the organization.

307.061(3) When an a licensed organization markets pickle cards through pickle
card operators located in the same community as the organization and the
organization maintains its pickle card checking account in that community, a
commercially reasonable time for the depositing of a check received from a local
pickle card operator weuld-be is within three business days frem after the receipt
of the check by the sales agent.

307.061(4) When an a licensed organization markets pickle cards through pickle
card operators located in communities some distance from the location of the
organization, and it is necessary for the sales agent to forward a check, either in
person or by mail, to the organization, a commercially reasonable time for the
sales agent to remit the check to the licensed organization weuld-be is within three
business days ef-when after the sales agent received the check and, upon receipt
of the check, the utilization of funds member would-have has three business days
to deposit the check into the organization's pickle card checking account.
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307.061(5) H-shal-be-the The regular practice of the organization must be to make
its deposits within the timeframes set forth in this regulation. Failure to deposit
checks within a commercially reasonable time or the accepting ef post-dated
checks shall be considered an illegal extension of credit from the organization to
the pickle card operator.

307.06J

ization; ensuring Ensuring that the any
transfer of pickle card revenues to the licensed organization's general fund account or any
other account of the licensed organization is done only by a check written from the pickle
card checking account or by an electronic funds transfer from such account, and that
pickle card revenues transferred ir-sueh—manner are used only for a lawful purpose as
defined in Regulation 35-303;

307.06K Ensuring that the gross proceeds received from the lottery by the sale of pickle
cards of the licensed organization are spent only for lawful purposes as defined in
Regulation 35-303, the awarding of prizes, payment of unit costs, pickle card operators'
commissions and allowable expenses as identified in Regulation 35-314, bingo expenses
if the organization is also licensed to conduct bingo, and ensuring that all lawful purpose
donations and all expenses with the exception of prizes are paid only by a check written
from the organization's pickle card checking account;

307.06K(1) It shal-be is the duty of the Hieensed utilization of funds member to
keep and maintain records sufficient to prove that pickle card revenues transferred
from the pickle card checking account have been used only for a lawful purpose;
and

307.06L Ensuring that; upon proper request, all records and documents relating to the
licensed organization's lettery—by—the sale of pickle cards are made available to the
Department or its representatives.

307.07 An individual licensed as a utilization of funds member shal may not have a substantial
interest, as defined in Regulation 35-300.09, in any individual or business licensed as a
manufacturer, distributor, or pickle card operator.

(Sections 9-322, 9-327, 9-328, 9-329, 9-331, 9-340.02, 9-342, 9-348, 9-348.01, and 9-
349, R.R.S. 2007 and sections 9-347, and 9-347.01, R.S. Supp., 2009. November—12;
2002 )

31 Title 316, Chapter 35
December 7, 2009





CHARITABLE GAMING REGULATIONS

REG-35-314 EXPENSES

314.01 A Class Il pickle card licensee shalt may not allow more than 30 percent of the definite
profit from each pickle card unit sold as commission to the pickle card operator. The pickle card
operator's commission shall must be deducted from the definite profit of each pickle card unit
sold in determining the amount to be paid by the pickle card operator to the licensed
organization. That amount must be paid by check by the operator in advance of or at the time of
delivery of the pickle card unit from the organization to the operator.

314.02 All licensed organizations conducting a lottery by the sale of pickle cards shal may not
spend more than eight 12 percent of the definite profit from a pickle card unit to pay the
allowable expenses of operating the lottery by the sale of pickle cards. Pickle card operators'
commissions and unit cost are not included within the definition of allowable expenses.

The following types of expenses are included within the eight 12 percent expense limitation:

314.02A All costs associated with the purchasing, printing, or manufacturing of any
items to be used or distributed to participants in the lottery by the sale of pickle cards,
such as the cost of pickle card dispensing devices and racks if used by the licensed
organization and not rented to a pickle card operator for fair market value;

314.02B Shipping or delivery charges incurred by the organization for delivery of pickle
card units to licensed pickle card operators or any shipping or delivery costs on pickle
card units received from a distributor which were not billed by the distributor as part of
the unit cost;

314.02C All office expenses including, but not limited to, the cost of office supplies and
bookkeeping materials, sales invoices, receipt books, postage costs, copying expenses,
telephone costs, office equipment, and any other related office expense expenses incurred
which are directly related to the operation of the lottery by pickle card activity;

314.02D Promotional expenses such as advertising; any federal gaming license for the
organization, any pickle card dispensing device registration fee for the organization, any
pickle card dispensing device repairs or maintenance paid by the organization, and any
other costs incurred which are directly related to the promotion of the lottery by pickle
card activity;
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314.02F 314.02E All salaries paid to persons to operate the lottery by the sale of pickle
cards, such as salaries, or wages paid to individuals involved with the operation of the
pickle card lettery activity, including bookkeepers and other office staff, utilization of
funds members, sales agents, whether commissioned or salaried, officers andfor
managers of the organization who are paid for their participation in the pickle card
activity, and any other related salaries or wages;

314.02G 314.02F Any rental or lease expense for real or personal property utilized used
and directly related to the operation of the pickle card activity, such as office or storage
space rental, office equipment rental, car rental, and pickle card dispensing device rental;
and

314.02H 314.02G Any fee paid to any person associated with the operation of any lottery
by the sale of pickle cards, such as fees to consultants, attorneys, fundraisers, and other
professionals for services performed which are directly related to the organization's
pickle card activities. This shal—inelade includes payments to an individual, firm, or
corporation with whom the licensed organization contracts for services relating to the
operation of the lottery by the sale of pickle cards. This shal also-trelude includes any
commission or fee paid to a sales agent and any reasonable and necessary expense for
which a sales agent is reimbursed.

314.03 License fees paid by the organization to license itself, its utilization of funds member, or
its sales agents and any actual fees charged for fingerprinting the organization's sales agents are
not included in determining the 12-percent limitation on allowable expenses.

314.03A Pickle card operator license fees, federal wagering taxes, costs of a
pickle card dispensing device, pickle card dispensing device registration fees, and
other expenses incurred by a pickle card operator in connection with the sale of
pickle cards are not considered allowable expenses and may not be paid or
reimbursed by the licensed organization or any of its members, employees or

agents.

344021 314.04 A licensed organization shal may not use pickle card monies to pay any fine
imposed pursuant to the Nebraska Bingo Act, Nebraska Pickle Card Lottery Act, or Nebraska
Lottery and Raffle Act.

31403 314.05 A Class Il pickle card licensee shalh may not pay a sales agent more than feur six
percent of the definite profit of a pickle card unit as a commission, salary, or fee for the
marketing of the pickle card unit. The four six percent sales agent's limitation shal-be is included
within the eight 12 percent overall allowable expense limitation.

314.05A For example, if a licensed organization pays its sales agent feur six percent of
the definite profit of a pickle card unit, its remaining allowable expenses may not exceed
four six percent of the definite profit (8%—4%—=4% 12% - 6% = 6%). Additionally, if a
licensed organization incurs other allowable expenses of five seven percent, it cannot pay
its sales agent more than three five percent of the definite profit of a pickle card unit. Any
payments to sales agents in connection with a lottery by the sale of pickle cards shal
must be made by check, from the licensed organization's pickle card bank account and
signed by the organization's utilization of funds member.

33 Title 316, Chapter 35
December 7, 2009





CHARITABLE GAMING REGULATIONS

314.03A 314.05B A licensed organization may reimburse a sales agent for reasonable
and necessary expenses incurred while performing the sales agent's duties. Such
reimbursed expenses shall may not be included in the feur six percent limitation on a
sales agent's commission but shal may be included in the eight 12 percent overall
allowable expense limitation.

31404 314.06 To determine whether a licensed organization is within the eight 12 percent of
definite profit allowable expense limitation;-when an expense cannot be directly attributed to a
particular pickle card unit, such as a bookkeeper or consultant fee, the total expense should be
allocated to all units sold, either based upon previous experience, or a reasonable projection of
sales for the annual reporting period. Salaries and other expenses which are not entirely
attributable to the pickle card activity may be allocated on the basis of the percentage of time
spent on pickle card activities.

31405 314.07 The Nebraska Pickle Card Lottery Act allows a maximum of eight 12 percent of
the definite profit per pickle card unit to pay all allowable expenses. The following formula
should be used to calculate the allowable expense limitation:

Definite profit x 8% 12% = Allowable Expense Limitation

EXAMPLE:
Gross proceeds $3,600-00
Less prizes 2,600
Definite profit $1,000-00

$1,000-00 (Definite Profit) x -08.12 = $86-00 120 (Allowable Expense)

314-06-314.08 All allowable expenses paid by a licensed organization in connection with its
lottery by the sale of pickle cards shall must be paid by a check drawn on the organization's
pickle card bank account. Sueh—cheeks Checks must be paid directly to the person, firm or
corporation with whom the expense was incurred.

(Sections 9-1,104, 9-304, 9-322, 9-340.02, 9-345.03, 9-348 and 9-348.01, R.R.S. 2007
and sections 9-347, and 9-347.01, R.S. Supp., 2009. Nevember12,-2002 )
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REG-35-621 AUTOMATED BALL DRAW SYSTEM

621.01 For the purposes of this regulation, the following definitions shaH apply:

621.01A Automated ball draw system means a mechanical and electronic system
consisting of machine readable keno balls, an electronic blower device, ball calling unit,
glass bowl, control unit, and vision system which:

621.01A(1) Selects the winning numbers for the keno game After after the keno

operator informs the keno system to begin a new game;—selects—the—winning
numbersfor-the keno-game,;

621.01A(2) By-use-of-the-vision-system,—reads Reads the number of the keno ball

by use of the vision system; and

621.01A(3) After confirmation by the vision system of the ball number read,
electronically Electronically transmits the number to the keno system as if the

keno operator had manually entered the number into the system after confirmation
by the vision system of the ball number read.

621.01B No Read-Cenditien _condition - means the automated ball draw system is unable
to read the number of the keno ball.

621.01C Misread Cendition condition - means the automated ball draw system reads the
number of the keno ball incorrectly. The number of the ball selected as it appears in the
ball calling unit is not the same as the number of the ball transmitted electronically to the
keno system.

621.01D Keno Management—Personnel management personnel-for-the—purpose—of-this
regulationkeno-managementpersennel-shall-mean means management or administrative

personnel of the lottery operator other than an on-site shift manager or shift supervisor in
charge of the daily operation of the keno game.

621.01E Selected BaH ball — means the keno ball selected by the automated ball draw
system for a particular wheel position in a particular game. A keno ball is eonsidered
selected when the number of such the ball has been electronically transmitted to and
recorded by the keno system and the wheel has advanced to the next empty position.

621.02 An automated ball draw system and related keno system software shal may be sold,
leased, rented, or otherwise provided in Nebraska only by a licensed manufacturer-distributor of
lottery equipment. Unless otherwise authorized by the Department, no automated ball draw
system and related keno system software may be sold, leased, rented, or otherwise provided in
this state for use in a keno lottery conducted pursuant to the Nebraska County and City Lottery
Act unless and until sueh-time—as the automated ball draw system and related keno system
software has been approved by the Department. Approval shal-be is based on conformance with
the written requirements of this regulation and any other test criteria established by the
Department for the testing and evaluation of these types of systems.
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621.03 A licensed manufacturer-distributor seeking approval of an automated ball draw system
and related keno system software shal must adhere to the requirements of County and City
Lottery Reg-35-617 as-it+relates relating to the submission of lottery equipment for testing and
approval.

621.04 The vision system consisting of a computer, monitor, and camera shal may be used only
for system set up, monitoring of system performance, and system adjustments and shall may not
perform any functions related to the conduct of the keno lottery except for the reading ef the
numbers of the keno balls and the electronic transmission of the numbers read either directly or
through an approved interface unit to a keno system approved for use in Nebraska.

621.04A The vision system shal may be maintained only by the manufacturer-distributor
of the automated ball draw system or its authorized representative, and shal-be operated
only by the keno manager on duty.

621.04B The camera which reads the numbers of the keno balls shal must be secured in
a locked box or by sueh other means approved by the Department and accessed solely for
system set up, adjustments, and required system maintenance by an authorized
representative of the licensed manufacturer-distributor of the automated ball draw system
or an authorized representative of the lottery operator or sponsoring county, city, or
village. The key for a locked box arrangement shal must be secured by management
personnel when not in use.

621.04C The keno balls used in conjunction with the automated ball draw system must be
supplied by the licensed manufacturer-distributor of the automated ball draw system and
approved for use by the Department. The keno balls may be supplied by another
licensed manufacturer-distributor of lottery equipment previded if the keno balls meet the
specifications of the licensed manufacturer-distributor of the automated ball draw system
and have been approved for use by the Department.

621.05 In addition to the technical standards for lottery equipment prescribed in County and City
Lottery Reg-35-617.13, the-foHowing-shal-be-required-of all keno systems which communicate

directly or through an approved interface unit with an automated ball draw system must include
the following characteristics:

621.05A The use of an automated ball draw system for winning number selection must
be an option in the system configuration menu which can be enabled only by the licensed
manufacturer-distributor of the keno system, its authorized representative, or keno
management personnel with appropriate password authorization.

621.05B All access to the system configuration menu to enable or disable the automated
ball draw system must be recorded on the system exception log.

621.05C When the blower is activated on the automated ball draw system, it must send a
message to the keno system and receive an acknowledgment which is recorded on the
transaction log or system exception log. The transaction log must also reflect that
winning number selection for the game was performed by an automated ball draw
system.

621.05D All numbers selected must be sent to the keno system and recorded on the
transaction log for the current game number. If there are not any No Read conditions
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detected during the winning number selection process, the keno system must verify that
no two numbers are the same. If 20 unique numbers are reported, the system records the
draw as official and calculates the game results in the same manner as any other method
of winning number selection.

621.05E If a No Read condition occurs during the winning number selection process or
duplicate numbers are supplied to the system, the system must alert the operator of the
condition and require the operator intervention to intervene and make the appropriate
corrections to the draw before the game is declared official. All No Read conditions and
duplicate number occurrences which require operator intervention must be recorded on
the transaction log or system exception log and summarized in an Erd-efBay end of day
report. The system must be capable of maintaining a cumulative record of sueh these
occurrences for periodic audit purposes;

621.05F Operator intervention to correct a No Read condition ear may only be performed
with authorized password access and is limited to keno managers.

621.05G When If operator intervention is required to correct a No Read condition, only
the numbers not read or duplicate numbers can be changed. The keno system must may
not allow valid numbers to be changed. All corrections performed by the keno manager
must be recorded on the transaction log or system exception log reflecting the ball
position not read, the ball number entered, and the user identification number of the
individual who made the change; for example, “Ball position 4 manually entered as
number 36 by 999.”

621.05H The edit ball draw feature of the keno system shalt must be disabled when using
an automated ball draw system for winning number selection.

621.051 If the automated ball draw system malfunctions due to component failure prior to
the completion of the draw, the ball draw shal-be-censidered is invalid and the game
must be redrawn after the malfunction has been remedied. All such these occurrences
must be recorded on the transaction log or system exception log with a notation that the
game was redrawn. H-orderte The operator may initiate a redraw of a game,—eperator
ntervention only with authorized password access by the keno manager is+eguired.

621.05J If the keno system powers down or otherwise fails prior to the completion of the
draw, the automated ball draw system must continue to send the numbers selected to the
keno system until the keno system acknowledges receipt of the information. The keno
system must be capable of resuming the winning number selection process from the point
when the power went down or the system faHlure-occurred failed. In-orderto-minimize

the—oceurrence—ofpower—fluctuations—or—poweross,—the The keno system must be
equipped with an Uninterrupted—Power—Seuree uninterrupted power source (UPS) to

minimize the occurrence of power fluctuations or power loss. The UPS shal must meet
the minimum specifications recommended by the licensed manufacturer-distributor of the
keno system and shal must be of sufficient run time to enable the completion of the ball
draw process during power fluctuations or power losses of short duration.

621.05K If the automated ball draw system powers down or otherwise fails prior to the
completion of the draw and it drops all or any of the balls previously selected, the ball
draw shall-be-considered is invalid and the game must be redrawn after power has been
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restored to the system or the system is rendered operable again. Inr-erderFor the operator
to initiate a redraw of a game;-eperater-intervention-with authorized password access by
the keno manager is required. If the system is designed so that none of the balls
previously selected are dropped, the ball draw can resume from the point when the power
down or system failure occurred. All automated ball draw system interruptions must be
recorded on the transaction log or system exception log. H—erder—to—minimize—the

occurrence—of-powerfluctuations—or-pewertoss—the- The automated ball draw system
must be equipped with an Yninterrupted-Power-Seuree-{UPS) to minimize the occurrence

of power fluctuations or power loss. The UPS shall must meet the minimum
specifications recommended by the licensed manufacturer-distributor of the automated
ball draw system and shal be of sufficient run time to enable the completion of the ball
draw process during power fluctuations or power losses of short duration.

621.06 When winning numbers are selected using an automated ball draw system, Number
number selection and verlflcatlon shal must be conducted in the following manner when

621.06A After the keno manager informs the keno system to begin a new game, the ball
numbers must be randomly selected by the automated ball draw system and electronically
transmitted to the keno system either directly or through an approved interface unit.

621.06B Only one individual is—+egquired—te must be on duty when winning number
selection is performed by use of an automated ball draw system. However, this
individual must have at least keno manager responsibility.

621.06C Cameras must be used to videotape or digitally record the following prior to,
during, and subseguent-te after the calling of a game, respectively:

621.06C(1) Empty ball calling unit;
621.06C(2) Date and time;
621.06C(3) Game number;
621.06C(4) Ball calling unit throat;

621.06C(5) The entire wheel and all ball numbers selected or each wheel position
and each individual ball number selected; and

621.06C(6) The immediate work area where the automated ball draw system is
located.

621.06D The videotape or the digital recording of the ball calling unit throat and each
occupied wheel position must provide a legible identification of the numbers on the balls
drawn. If a split image screen is used in-erder-to accomplish the required views, each

track must be capable of beinrg-independentlyplayed independent play in a full screen

format.

621.06E If the Fhe game number is-hotrequired-to-be-videotaped-or-digialyrecordedif

# can be determined by comparing the date and time display on the videotape or the
digital recording to the date and time of the game recorded on the keno system
transaction log the game number need not be videotaped or digitally recorded.
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621.06F Videotapes or digital recordings must be retained for at least three {3} months or
until the keno compliance procedures are completed, whichever is later.

621.06G All security camera systems used in conjunction with an automated ball draw
system must be inspected and approved by the Department prior to the use of the
automated ball draw system.

621.06H The automated ball draw system must be configured by the licensed
manufacturer-distributor of the system or by the licensed manufacturer-distributor of the
keno system to render it inoperable when the video or digital recording device
malfunctions or the video or digital recording device is out of recording capacity,—fer

example. Suech-safeguard These safequards must be inspected and approved by the
Department prior to the use of the automated ball draw system.

621.061 If a No Read condition occurs during the winning number selection process or
duplicate numbers are supplied to the system, the keno system will alert the individual on
duty and he or she, or another keno manager, must access the system with appropriate
password authorization to make the appropriate eerrection(s) corrections to the draw
before the game is declared official. The individual on duty, or another keno manager,
shal must determine the eerrection(s) corrections to be made by visual observation of the

wheel pesitien{s) positions in the ball calling unit.

621.06) On-a-daHy-basis—aH All No Read conditions and duplicate number occurrences
which required operator intervention to correct must be reviewed by keno management
personnel daily to insure that the eerrection{s) corrections made were appropriate. This
review shal may not be performed by the individual{s) individuals on duty for the day or
time being evaluated. This review must be accomplished by reviewing the video or
digital recording of the applicable game's draw and determining that the cerrection
corrections made was were appropriate. Any discrepancies noted must be communicated
immediately to the Department and the sponsoring county, city, or village. Telephone,
fax, e-mail, or written communications are acceptable. This review may be performed at
a location other than the location where the ball draw eeeurs occurred. A written record
of the daily review shall must be maintained by keno management personnel and include
the game numbers reviewed, the results of the review, and the signatures of the
individual(s) individuals who performed the review.

621.06K If a Misread condition is detected during or after the completion of the draw but
prior to the closing ef the next game, the Department and the sponsoring county, city, or

village shalmmediately must be notified immediately of the occurrence by telephone.
The Department will determine the corrective action to be taken.
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621-06M 621.06L If the automated ball draw system malfunctions due to component

failure prior to the completion of the draw, the ball draw shal-be-censidered is invalid
and the game must be redrawn after the malfunction has been remedied. The keno
manager shal must announce to the players at the main location that a problem has been
encountered during the ball draw and provide players the opportunity to request a refund
of any single race tickets they have purchased for that game. Players with active
multirace tickets may quit the race, and be paid any accumulated winnings, and be
refunded the amount wagered for games not played. All sueh these occurrences must be
recorded on the transaction log or system exception log with a notation that the game was
redrawn. The keno manager will may initiate a redraw of a game only after the problem
has been corrected and all requested refunds and accumulated winnings on multirace
tickets have been paid.

621-06M(H 621.06L(1) If the problem which caused the failure of the
automated ball draw system cannot be immediately remedied, the keno manager
shal must announce to the players at the main location that a problem has been
encountered during the ball draw and provide players the opportunity to request a
refund of any single race tickets they have purchased for that game. Players with
active multirace tickets may quit the race, and be paid any accumulated winnings,
and be refunded the amount wagered for games not played. The keno game may
be resumed with the approval of the sponsoring county, city, or village with an
alternative method of winning number selection, either random number generator
or manual ball draw. Sueh This circumstance wit-be-coensidered is an emergency
situation anrd which must be reported to the Department within 24 hours of its
occurrence. The change in the method of winning number selection must be
performed in the system configuration menu by the licensed manufacturer-
distributor of the keno system, its authorized representative, or keno management
personnel with appropriate password authorization and must be recorded on the
system exception log.

621-06M(2) 621.06L(2) Once the problem with the automated ball draw system
has been corrected, the keno game may resume with—the—use—of using the
automated ball draw system. The automated ball draw method of winning
number selection shall will be reactivated in the manner prescribed in this
regulation.

621.06N 621.06M If the automated ball draw system powers down prior to the
completion of the draw and it drops all or any of the balls previously selected, the ball
draw shal-be-considered is invalid and the game must be redrawn after power has been
restored to the system. The keno manager shalt must announce to the players at the main
location that a problem has been encountered during the ball draw and provide players
the opportunity to request a refund of any single race tickets they have purchased for that
game. Players with active multirace tickets may quit the race, and be paid any
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accumulated winnings, and be refunded the amount wagered for games not played. All
sueh these occurrences must be recorded on the transaction log or system exception log
with a notation that the game was redrawn. The keno manager wil may initiate a redraw
of a game only after the problem has been corrected and all requested refunds and
accumulated winnings on multirace tickets have been paid. If the system is designed so
that none of the balls previously selected are dropped, the ball draw can resume from the
point when the power down or system failure occurred.

621060 621.06N In-the-event If a ball splits in half during a ball draw selection process
and one-half of the ball is selected or both halves are selected, the ball draw shal-be
considered is invalid and the game must be redrawn after the damaged ball has been
replaced. The keno manager shal must announce to the players at the main location that
a problem has been encountered during the ball draw and provide players the opportunity
to request a refund of any single race tickets they have purchased for that game. Players
with active multirace tickets may quit the race, and be paid any accumulated winnings,
and be refunded the amount wagered for games not played. The keno manager wiH may
initiate a redraw of a game only after the problem has been corrected and all requested
refunds and accumulated winnings on multirace tickets have been paid. All sueh these
occurrences must be recorded on the transaction log or system exception log with a
notation that the game was redrawn.

621-06R 621.060 All winning ticket verifications shall must be performed in accordance
with the requirements of County and City Lottery Reg-35-613.06.

621.06Q 621.06P A county, city, village, or lottery operator using an automated ball draw
system for winning number selection may not deviate from the operational procedures
contained in this regulation unless otherwise authorized by the Department based upon a
written request from the county, city, village, or lottery operator preseribing—such
describing the alternative procedures. A request made by a lottery operator shal must
have the concurrence of the county, city, or village prior to #s submission to the
Department.

621.07 n-erderto To minimize the occurrence of No Read and Misread conditions, the keno
manager:

621.07A Must inspect all keno balls for cleanliness and defects prior to use at the
beginning of each day. Cracked balls and any balls on which the optical coding or
numbers have been worn off must be replaced. The keno balls must be waxed
periodically according to directions provided by the licensed manufacturer-distributor of
the automated ball draw system. Back-up keno ball inventories shalh must be maintained
in a locked storage cabinet to prevent unauthorized access.

621.07B Must inspect and clean the ball calling unit periodically according to directions
provided by the manufacturer-distributor of the automated ball draw system.

621.07C Must clean the glass lens on the camera inside ef the ball calling unit
periodically according to directions provided by the manufacturer-distributor of the
automated ball draw system.
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621.08 A county, city, village, or lottery operator using an automated ball draw system for
winning number selection shal must adhere to all other requirements of County and City Lottery
Reg-35-614 as-#-+relates relating to the maintenance of lottery equipment.

(Sections 9-606.02, 9-607, 9-613, 9-619, 9-620, 9-635, and 9-640, R.R.S. 2007.
November 12, 2002 )
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