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SUMMARY

The Nebraska Supreme Court affirmed the denial of Woodmen of the World Life Insurance Society’s
application for exemption from Nebraska sales and use taxes and its request for a refund of previously
paid taxes. The court held that Neb. Rev. Stat. § 44-1095 exempted the funds of a fraternal benefit
society, but did not exempt the society’s retail purchase activity from sales and use taxes. The court
also rejected Woodmen’s due process and expert-testimony arguments.
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DISPOSITION affirmed

PROCEDURAL POSTURE Woodmen appealed under the Nebraska Administrative Procedure Act
from the Lancaster County District Court's judgment affirming the Tax
Commissioner's denial of its application for exemption from Nebraska
sales and use taxes and its claim for a refund of more than $2 million.
The Nebraska Supreme Court granted Woodmen's petition to bypass
the Court of Appeals.

STANDARD OF REVIEW Under the Administrative Procedure Act, the Supreme Court reviews
the district court's judgment for errors appearing on the record, asking
whether the decision conforms to law, is supported by competent
evidence, and is neither arbitrary, capricious, nor unreasonable.
Statutory and regulatory interpretation are reviewed independently as
questions of law. The exclusion of otherwise relevant expert testimony
is reviewed for abuse of discretion.
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QUESTIONS PRESENTED

1. Whether § 77-2704.12(1) exempts fraternal benefit societies from Nebraska sales and use taxes.

2. Whether § 44-1095, which exempts the funds of a fraternal benefit society from specified taxes, creates
an entity-based exemption from sales and use taxes or otherwise exempts taxes paid from the society's
funds.

3. Whether Woodmen was denied due process because the Department of Revenue initially gave a different
reason for denying its exemption application.

4. Whether the hearing officer abused her discretion by excluding a tax law professor's proposed expert
testimony concerning the interpretation of § 44-1095.

5. Whether Woodmen was entitled to a refund of sales and use taxes previously paid.

HOLDINGS

1. Section 77-2704.12(1) does not exempt Woodmen from sales and use taxes because fraternal benefit
societies are not among the nonprofit organizations enumerated in the statute.

2. Section 44-1095 exempts taxes imposed on the funds of a fraternal benefit society, but it does not
exempt the society from sales and use taxes because those taxes are imposed on retail purchase
transactions, not on the society's funds.

3. Woodmen was not denied due process because it received adequate notice and a meaningful opportunity
to be heard concerning the Department's legal theory before the Tax Commissioner hearing.

4. The hearing officer did not abuse her discretion by excluding expert testimony concerning the proper
legal interpretation of § 44-1095.

KEY QUOTATIONS

“Sales and use taxes are not imposed on funds, they are imposed on the activity of retail transactions,
measured by gross receipts.” (299 Neb. at 57)

“It is the role of this court to declare the law as it finds it, and we decline Woodmen’s invitation to modernize
statutory language through judicial legislation.” (299 Neb. at 60)

“Consequently “‘expert testimony concerning a question of law is generally not admissible in evidence.’””



(299 Neb. at 63)

FACTUAL BACKGROUND

Woodmen is a Nebraska fraternal benefit society. It applied for an exemption from Nebraska sales and use taxes
under § 44-1095 and sought a refund of more than $2 million in taxes previously paid. The relevant statutes
exempted the funds of fraternal benefit societies from specified taxes, while § 77-2704.12(1) listed nonprofit
organizations eligible for sales-and-use-tax exemptions but did not list fraternal benefit societies. The parties
stipulated to the material facts, leaving statutory interpretation, due process, and the admissibility of proposed
legal-expert testimony as the principal issues.

PROCEDURAL HISTORY

Woodmen applied to the Nebraska Department of Revenue for a sales-and-use-tax exemption under Neb. Rev.
Stat. § 44-1095 and later sought a refund of previously paid taxes. The Department denied both requests, and the
Tax Commissioner affirmed after a hearing. The Lancaster County District Court affirmed the agency decision,
and the Nebraska Supreme Court affirmed the district court.

DISPOSITION

affirmed
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