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The Committee on Revenue met at 1:30 p.m. on Thursday, February 18, 2016, in Room 1524 of
the State Capitol, Lincoln, Nebraska, for the purpose of conducting a public hearing on LB797,
LB825, LB1104, and LR390CA. Senators present: Mike Gloor, Chairperson; Paul Schumacher,
Vice Chairperson; Lydia Brasch; Al Davis; Burke Harr; Jim Scheer; Jim Smith; and Kate
Sullivan. Senators absent: None.

SENATOR GLOOR: Good afternoon. Welcome to the Revenue Committee. I'm Mike Gloor,
District 35 which is Grand Island. I'm Chair of the Revenue Committee. Welcome. We'll take the
bills today in the order that they're posted outside. Those of you who may be streaming this may
have had a bit of a different agenda, but our order of the day is LB797, then we'll go to LB1104,
then LB825, then LR390CA. So that's the order of the agenda of the day for those of you who
haven't been able to see the updated agenda. We have a couple of general rules, would ask that
you either turn off your cell phone or put it on mute. If you're planning to provide testimony
today, please fill out one of the sign-in sheets for us so that you can hand that to the clerk when
you come up to give your testimony. When you give your testimony we'd ask that you speak into
the mike so that we can get it clearly. We'd ask you to give us your name and spell your name so
that we also have it accurately for the record. If you have handouts, we need 11 handouts. And if
you recognize that you don't have 11 handouts get the attention of our pages. Our pages will be
glad to help you get your 11 handouts. This is...appears to be a regular to...the most part, a
regular or professional presentation...crowd today since you're all sitting forward. | very much
appreciate that. It's...we're not spending a lot of time with people going to and fro, but if you are
getting ready to speak to us please move closer to the front as that time approaches so we're not
doing a lot of time with back and forth. We have a time clock, five minutes. You'll see the green
light up here when you start, and after four minutes it goes to a yellow light which tells you you
have one minute left before it goes red. And we ask that you wrap up your comments when the
light turns red. If you decided not to testify today but you would like your stance on a specific
bill to be known, there are also sheets in the back where you can sign your name and let us know
what your stance is on a specific bill. The order of testimony is the presenter of the bill will be
given a chance to open, then we'll go to proponents, then opponents, those in a neutral capacity,
and then the introducing senator has an opportunity to close. Staff for us are Mary Jane Egr
Edson who is counsel, Kay Bergquist who is our research analyst, she's down at my right. And
Krissa Delka who is clerk whao's down there on my left. And we have Jordan and Brenda...no, we
have Alex from Aurora and Brenda from Wakefield with us today, pages, they're here to help you
as well as help us. Please try and speak into the microphone again. We had some problems
yesterday with people having a problem hearing, although understand the microphones are less
for projection out there than they are for the transcribers to be able to get the testimony
accurately. I'll ask the senators to introduce themselves starting with Senator Scheer.
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SENATOR SCHEER: I'm Jim Scheer from District 19 which is Madison and a small portion of
Stanton County.

SENATOR SMITH: Jim Smith, District 14 in Sarpy County.

SENATOR SULLIVAN: Kate Sullivan of Cedar Rapids representing District 41, a nine-county
area in central Nebraska.

SENATOR BRASCH: Lydia Brasch, District 16; that is Burt County, Cuming County, and
Washington County.

SENATOR HARR: And | am Burke Harr, Legislative District 8 in the hot seat.
SENATOR GLOOR: And our first presenter today with LB797. Senator Harr, welcome.

SENATOR HARR: Chairman Gloor, fellow members of the Revenue Committee, my name is
Burke Harr, H-a-r-r. As | stated, | am from Legislative District 8 located in midtown Omaha. |
am here on a NACO bill, so this may be a first where they testify in favor of one of my bills. I'm
here on LB797. LB797 would clarify the process for determining when interest accrues when a
homestead exemption is rejected by the Tax Commissioner. Under existing law, a property owner
whose homestead exemption is rejected by the Tax Commissioner is almost always delinquent in
paying their property taxes but they don't know about the rejection in time to make a timely
payment. Homestead exemption applications are due by June 30 each year unless the county
board elects to extend the deadline to July 20. The county assessor forwards the application to
the Tax Commissioner...must forward it by August 1 for an examination of the eligibility
requirements. By statute, the Tax Commissioner may take up to three years after December 31 of
the year in which the exemption was claimed to take action. In the meantime, unpaid property
accrues at an interest rate of 14 percent from the day they become delinquent. LB797 would
clarify, clearly set a deadline when interest begins to accrue so the interest is not accrued during
the time the property owner believed they had a homestead exemption but did not. When a
homestead exemption is rejected or reduced, the tax commissioner gives notice to the county
assessor. The county assessor presents it to the county board for placement on the tax rolls.
Depending on the timing of the notice and the county board meeting, more interest can accrue.
LB797 would give the property owner 30 days after the county assessor receives approval from
the county board to remove or reduce the exemption from the tax rolls to pay the taxes without
accruing an interest penalty. Following me will be members from NACO testifying in support of
this bill. I would entertain any questions you may have. [LB797]
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SENATOR GLOOR: Thank you, Senator Harr. Senator Harr, who brought this bill to you, if |
might ask? [LB797]

SENATOR HARR: NACO, so I'm hoping they'll testify in favor. [LB797]

SENATOR GLOOR: I'm just giving you an opportunity to dig the oar in one more time.
[LB797]

SENATOR HARR: Yes. [LB797]

SENATOR GLOOR: I am surprised though that there's...it must be that the fiscal impact would
be nominal I suppose. [LB797]

SENATOR HARR: It is...well, let me restate that. Nominal to the counties; to that individual, it's
a huge amount. As you can imagine 14 percent accruing over that time. And if you're applying
for homestead exemption you're probably pretty close and it's going to be hard for them to make
that payment, let alone the additional interest payment. But I think this is a matter of fairness,
and you know, that the parties that are affected most which would be the county are actually in
favor of this bill. [LB797]

SENATOR GLOOR: Okay. Other questions? Senator Scheer. [LB797]

SENATOR SCHEER: Thank you, Senator Gloor. Senator Harr, I'm not real familiar with the
process. So I've applied for an exemption and two years later they determine that | don't get one
but I've been receiving one for the two years? [LB797]

SENATOR HARR: Well, what it is, is you apply and then it takes a while for it to be approved.
[LB797]

SENATOR SCHEER: Fair enough, but during that period of time, I've already taken that
homestead exemption. [LB797]

SENATOR HARR: Yes, yes. [LB797]

SENATOR SCHEER: Okay. And at...when...how am | notified that it has been rejected or...
[LB797]
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SENATOR HARR: Well, after it goes... [LB797]
SENATOR SCHEER: ...reduced or whatever? [LB797]

SENATOR HARR: ...yep--after it goes through the whole process then your efficient county
assessor will call you and say, Senator Scheer, you owe us, will send a...maybe it will be a
yellow card, maybe it won't be. But they'll send something to you telling you that you owe them
the money. [LB797]

SENATOR SCHEER: And if you're not the person to answer that's fair too. I'm just trying to
get... [LB797]

SENATOR HARR: Yeah. [LB797]

SENATOR SCHEER: ...a little more information. Why would it take three years to do? [LB797]
SENATOR HARR: That I don't know and I'll find out. [LB797]

SENATOR SCHEER: I'll ask someone else. [LB797]

SENATOR HARR: And it may not take that long, but the statute allows up to. [LB797]

SENATOR SCHEER: Understand, that just seems like an ungodly amount of time for somebody
to do something. I'll ask somebody else when they come up. Thank you. [LB797]

SENATOR HARR: Great, thank you. [LB797]
SENATOR GLOOR: Senator Sullivan. [LB797]

SENATOR SULLIVAN: Thank you, Senator Gloor, and thank you, Senator Harr. Well, it seems
odd to me then that they get the exemption without really being approved for the exemption. So
they are, without knowing it as you said, in arrears potentially. [LB797]

SENATOR HARR: Yep. [LB797]
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SENATOR SULLIVAN: So why wouldn't they get...granted they would have to pay their
property taxes, but apply for the exemption and then get it. But then that would mean if they get
it they'd have to be issued a refund. [LB797]

SENATOR HARR: Yeah, and I'll be honest, I think built into this bill...well, and I don't think, |
know. Built into this bill is a good-faith assumption that the taxpayers of Nebraska won't exploit
this and if they start to exploit it then we'll have to reexamine it. But the idea is most people
apply for this tax exemption...property tax relief...well, exemption in good faith and some
unfortunately for whatever reason, maybe they came into an inheritance, | don't know the
reasons why the situation would change but it does and then they don't qualify for it anymore.
The 14 percent penalty, probably they're still pretty close to the line. Again, and | would ask you
to ask those others coming after me, but | would assume they're pretty close to the line and so to
make that payment is pretty hard and to add that 14 percent on top of that is even more difficult.
[LB797]

SENATOR SULLIVAN: Okay. Thank you. [LB797]

SENATOR GLOOR: Seeing no further questions. Thank you, Senator Harr. [LB797]
SENATOR HARR: Thank you. [LB797]

SENATOR GLOOR: We'll now move to proponents for LB797. Good afternoon. [LB797]
SHARON WOOD: Good afternoon, Senators. Can you hear me? [LB797]

SENATOR GLOOR: Yes. [LB797]

SHARON WOOD: Good. My name is Sharon Wood, S-h-a-r-o-n W-0-0-d, and | am the treasurer
in Dawson County and I also represent the Nebraska Association of County Treasurers. I'm here
this afternoon in support of this bill. As Senator Harr explained to you, there is a deadline for
individuals to go to the county assessor and apply for homestead and that is usually June 30.
Some counties allow until July 20. They go to the assessor. They fill out the forms. They bring in
all the information that they have and then the assessor takes that to the tax...sends that to the Tax
Commissioner on August 1 of that year. The tax commission then has until three years from
December 31 of that year to explore the reports that they send into the IRS, their returns. They
can take up to three years as allowed by statute, but lately it's been about two years. So that's
better for the taxpayer, of course. So when they are notified by the tax commission that their
exemption has been denied, perhaps you know, you ask this question. They have taken
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everything that they think they have to the assessor and perhaps they've left something at home--
their pension, Social Security--and it doesn't get reported on that form until they send in their
IRS report and that's when the Tax Commissioner sees a discrepancy. And they send that notice
to the taxpayer. Then the assessor takes it to the county board for approval to make a correction
and then they bring it to the treasurer to send out a corrected tax statement. An example of one
we received on February 1 was that he was approved for 100 percent exemption in September of
2013. So he was denied that full amount and the amount, the tax due was $706.93. So by law, |
would have to go back to May 1, 2014, to charge him interest on the first half and September 1
on the second half. So his total tax would have been $156.87, which is approximately 22 percent
of that tax. Now that's only for 640 days. So if it had been for three years it would have been
1,065 days and that would almost double their increase in interest. The income level changes
every year and currently it's at $27,000-$40,000, | believe, approximately for single family and
$47,000 for a married couple. And the amount of homestead goes down in 10 percent increments
based on your income. You can have a 50 percent eligibility or perhaps 100 percent. Most of
these taxpayers are on fixed income to begin with and that's why as treasurers we find it very
difficult to see people come in that are on a fixed income and we have to charge them interest for
several years. So we have proposed this to NACO on behalf of our taxpayers. And LB797 would
allow them 30 days from the date that the board approves the correction, when the assessor sends
it to the treasurer and we send out a statement. So on behalf of the Nebraska Treasurers
Association, | would ask that you support this bill. Do you have any questions that I can answer?
[LB797]

SENATOR GLOOR: Thank you. Senator Brasch. [LB797]

SENATOR BRASCH: Thank you, Chairman Gloor, and thank you for testifying, Ms. Wood.
How long have you worked in the capacity with NACO or with...in your county? [LB797]

SHARON WOOD: I've been the treasurer for 18 years in Dawson County and I'm the head of the
legislative committee for the Association of County Treasurers. So I've worked with NACO quite
a bit. [LB797]

SENATOR BRASCH: For the same amount of time? [LB797]
SHARON WOOD: Yes. [LB797]
SENATOR BRASCH: How long has that interest rate been 14 percent? [LB797]

SHARON WOOD: I could not tell you that. That’s been a very, very long time. [LB797]
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SENATOR BRASCH: Has it always been 14 percent? [LB797]
SHARON WOOD: Yes, it's always been 14 percent. Yes. [LB797]
SENATOR BRASCH: | believe you're correct. [LB797]

SHARON WOOD: Yes. [LB797]

SENATOR BRASCH: And I just can...spoke with counsel on the side. We were both at the
Revenue Department when they raised it to 14 percent. And at that time it reflect the interest
rates back in the '80s and '70s and | don't believe it's ever been adjusted downward. And the
reason for the 14 percent, if | recall, was that was the revenues lost had it been paid on time, the
interest the banks may have been. And so do you think it's a fair rate of 14 percent? [LB797]

SHARON WOOD: It seems extremely high right now to me. It's very difficult for a lot of people.
You know, some people truly forget to pay their tax and in this situation they're not aware that
they didn't even owe the tax until their letter comes from the Tax Commissioner. Fourteen
percent... [LB797]

SENATOR BRASCH: So I'm wondering if we need to modernize that interest rate perhaps. Your
thoughts on that? [LB797]

SHARON WOOD: Well, my thoughts on it personally, we should do that. I'm sure the bidders
who are now in the tax sale business would oppose that... [LB797]

SENATOR BRASCH: Okay. [LB797]

SHARON WOOD: ...because that is why they bid on that, is for the 14 percent interest...
[LB797]

SENATOR BRASCH: | see. [LB797]
SHARON WOOD: ...because they can't get that interest anywhere else. [LB797]

SENATOR BRASCH: But it is a burden on the person who's delinquent for their lack of paying.
[LB797]
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SHARON WOOD: | believe...yes, yes. [LB797]

SENATOR BRASCH: All right. I have no other questions. Thank you. [LB797]
SHARON WOOD: Thank you. [LB797]

SENATOR GLOOR: Senator Scheer and then Senator Sullivan. [LB797]

SENATOR SCHEER: Thank you, Senator Gloor. One, the 14 percent, is that you can charge up
to or it's mandated at 14 percent? [LB797]

SHARON WOOD: Mandated, 14 percent. [LB797]

SENATOR SCHEER: Okay, thank you. Other gquestion, the exemption is income related,
correct? [LB797]

SHARON WOOD: Yes. [LB797]

SENATOR SCHEER: So if | apply by June 30, whatever year it might be, and I'm making
$16,000 a year. And so | qualify and it takes them two years to check it. So | provided you this
year's information: 1 made $16,000. While I'm waiting for you to determine that and | did qualify
for that year, the next year for whatever reason, maybe | get a part-time job doing whatever...
[LB797]

SHARON WOOD: You have to apply every year. [LB797]
SENATOR SCHEER: So you have to redo it. [LB797]
SHARON WOOD: Every year. [LB797]

SENATOR SCHEER: So when I applied the first year, I'm applying the second year not even
knowing if I've been approved the first year. [LB797]

SHARON WOOD: Correct. [LB797]

SENATOR SCHEER: Does that seem like a really good system? [LB797]
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SHARON WOOD: Well, it doesn't, but I think it takes the tax commission considerable amount
of time to research all of this. They have them from all over the state of Nebraska. So they have
a... [LB797]

SENATOR SCHEER: Do you have any idea how that would be...? I mean | don't know how
many... [LB797]

SHARON WOOQOD: I could not tell you, sir. I'm sorry. | wouldn't have any idea. [LB797]
SENATOR SCHEER: Do you know of a better way to do it? [LB797]

SHARON WOOD: No. [LB797]

SENATOR SCHEER: Okay. [LB797]

SHARON WOOD: | do not. [LB797]

SENATOR SCHEER: Fair enough. Thank you. [LB797]

SENATOR GLOOR: Senator Sullivan. [LB797]

SENATOR SULLIVAN: Thank you, Senator Gloor. And part of my question has been answered,
the fact that they have to apply every year. [LB797]

SHARON WOOD: Yes. [LB797]

SENATOR SULLIVAN: Under this proposed legislation then, the window basically on which
they will be charged interest is just collapsed. [LB797]

SHARON WOOD: Correct. [LB797]

SENATOR SULLIVAN: And it doesn't start accruing until 30 days after or the determination,
s0... [LB797]
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SHARON WOOD: No, 30 days after the board approval. They'll get a determination from the
state, the Tax Commissioner. Then the assessor takes it to the board and they have to approve the
correction. [LB797]

SENATOR SULLIVAN: And how long of...that's probably just within a month then. [LB797]
SHARON WOOD: Yes, usually. [LB797]

SENATOR SULLIVAN: Okay. [LB797]

SHARON WOOD: Or less. [LB797]

SENATOR SULLIVAN: Okay, so this potentially removes that large, potentially large amount of
time when interest could be accruing as they wait for the determination. [LB797]

SHARON WOOD: Yes. [LB797]
SENATOR SULLIVAN: Okay. Thank you. [LB797]
SENATOR GLOOR: Senator Scheer. [LB797]

SENATOR SCHEER: That's what | want to clarify. So if I apply for the exemption in 2014 and |
don't get knowledge that | wasn't eligible till 2016, I've got 30 days in 2016 to pay just the taxes
that were due. And the interest then is waived for that two years? [LB797]

SHARON WOQOD: It is waived for that two years and it will not begin to accumulate again until
30 days after the board approval. [LB797]

SENATOR SCHEER: So I have that 30-day window just to pay the taxes and I don't have to get
stung for the interest. [LB797]

SHARON WOOD: Yes, right. Correct. [LB797]
SENATOR SCHEER: All right. Thank you. [LB797]

SHARON WOOD: Yes. [LB797]

10
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SENATOR GLOOR: Thank you, Ms. Wood. Appreciate your testimony. [LB797]
SHARON WOOD: Thank you. | appreciate your hearing me this afternoon. [LB797]
SENATOR GLOOR: Continuing with proponents. [LB797]

TOM PLACZEK: Hello, Chairman Gloor and members of the Revenue Committee. My name is
Tom Placzek, T-o-m P-l-a-c-z-e-k. | am the Platte County Assessor and assessor representative to
NACO. I did not plan to testify on this bill. A couple questions came up and | thought maybe
perhaps I could help out, and also this is a first that I'm actually for a bill testifying. [LB797]

SENATOR GLOOR: I was going to bring that up. [LB797]

TOM PLACZEK: So | want to make sure everyone knows that. Just to make sure that you
understand, people are made aware of their...they kind of have two approvals. You have your
approval in October. You apply from up until June 30, to apply for it, okay? We collect the data.
Whatever income information you give us, We just take. Now you have to remember, we've
got...example, you have 80-year-old people that come, maybe have no help at all trying to do
this. We take whatever information you have. We actually help them fill out the forms the best
that we can with the information they've got. We've actually on occasion gone to their house to
do it because they couldn't even get out. So we then send this to the department and in October
of that year we get information from the department that they have been approved based on the
information they've been given. They haven't had a chance yet to even go through their income
status for that year. They're still working on past years. So when we send out the tax statement,
the people that are approved, their tax statement in December now reflects this approval, okay?
The department doesn't know whether they actually should have been approved for that year or
not. So then maybe two years down the road we're getting this 2014 disapproval or it's gone
from...well, I've had some from, say, 100 percent to O percent. It might have been a case were
these people forgot to take...they took money out of their IRA in February or a pension payment
or something and that affected their status. We have had people...we know people are trying to
game the system, but that's probably the small majority. The vast majority of people, they just
flat forgot. So through no fault of their own they've now been disapproved. Well, 1 again, | get a
letter. They are informed by the state, by the department. They've been disapproved. They have
some...an approval process to go through with the department so that they can work out and
make sure that they, the department has all the information and then if at that time the
department says, no, you don't...haven't hit the income guidelines, you're disapproved. So then
we get a letter from them which is after the approval process and there are 30 days of
challenging this ruling has occurred. When we get that, it's a done deal. We then write a tax
correction, and depending upon the time, it will be at the next county board of equalization

11
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meeting. Now that could be the next week, it could be the next month, but it's within generally
30 days, that they approve it. And in some cases, I've seen $2,000 and $3,000--well, probably not
$3,000--probably $2,000, $2,500 on the high end for taxes. Well, at 14 percent you're talking, on
one year on $2,000, you're talking $280 extra for a full year, plus they might have two years
here. It does add up. Is it any consequence to the county? Not all that much, but you know, it's
mostly to the taxpayer. I think this is a good thing. Sharon did say something about it can be
three years and that had been the case. | believe the department, | don't know if they have added
staff or whatever, but that process has come down to two years which is a good thing. But that's
not to say that that couldn't change. So | don't know if this cleared up anything, helps out in
anyway, but | just thought I would try and help you a little bit with the process. [LB797]

SENATOR GLOOR: Senator Scheer had a question. [LB797]

SENATOR SCHEER: Thank you, Senator Gloor. And this is a strange question, so if you don't
know the answer | probably should have asked Ms. Woods. What happens if somebody applies,
gets the provisional credit, and somewhere at about the first year or whatever they expire? And a
very simple estate, the estate is closed within, you know, 120 days or however quickly you can
do it because there's really nothing there other than the house. And it gets sold and, boom, and
then they're denied. The county just void it, or what do you do with it? [LB797]

TOM PLACZEK: That's a great question. | honestly don't think | know the answer. I've never
really had that happen. [LB797]

SENATOR SCHEER: She's shaking her head that's it's voided. [LB797]
TOM PLACZEK: Yeah, yeah. [LB797]

SENATOR SCHEER: So we got the answer. Thank you. [LB797]
TOM PLACZEK: Okay, good because that's kind of...(laugh). [LB797]
SENATOR SCHEER: | just was curious. [LB797]

TOM PLACZEK: Yeah. [LB797]

SENATOR SCHEER: But thank you. Thank you, Senator Gloor. [LB797]

12
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SENATOR GLOOR: Seeing no further questions. Thank you, Tom. [LB797]
TOM PLACZEK: Okay, thank you. [LB797]
SENATOR GLOOR: And you're welcome here in any capacity. Any more proponents? [LB797]

BETH BAZYN FERRELL: (Exhibit 1) Good afternoon, Chairman Gloor, members of the
committee. For the record, my name is Beth, B-e-t-h, Bazyn, B-a-z-y-n, Ferrell, F-e-r-r-e-I-l. I'm
with the Nebraska Association of County Officials. I'm appearing in support of LB797. We'd like
to thank Senator Harr for introducing the bill on our behalf. And what I'm having handed out to
you is just a sample of a letter that came from the Tax Commissioner to a homestead exemption
applicant in Valley County so you can just kind of see what that looks like. I would like to
address the question that Senator Brasch raised about the income rates. | think probably five or
six years ago there was a bill that looked at reducing the income rates. And at that time, | know
we had put together a handout that showed all of the different sections of statute that were
affected by the reference to 45-104.01 | believe it is. I'd be happy to provide that to the
committee and some background on the timing of that legislation. Be happy to answer questions.
[LB797]

SENATOR GLOOR: Any questions for Beth? Senator Davis. [LB797]

SENATOR DAVIS: Thank you. Appreciate your coming. Homestead exemption is just for
people over 65? [LB797]

BETH BAZYN FERRELL: There are... [LB797]

SENATOR DAVIS: Is that correct? I'm looking out in the audience and they say, yes, that is
correct. Okay. That's I think all | wanted to know. Thank you. [LB797]

SENATOR GLOOR: I believe disabled also, under certain provisions. [LB797]
BETH BAZYN FERRELL.: Yes, and veterans as well under certain circumstances. [LB797]

SENATOR GLOOR: Yeah, | remember that from some of our tax cuts that we don't get credit
for. (Laughter) Any other questions? Thank you, Beth. Any more proponents for LB797? We'll
move to opponents? Anyone in a neutral capacity? Senator Harr, you're recognized to close.
[LB797]

13
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SENATOR HARR: Thank you, Chairman Gloor. | will be brief. The first thing | would say is |
want to thank everyone who came and testified on this bill, even those who didn't plan to, for
providing some more depth to what's really going on. Senator Scheer, your question about what
happens if someone dies while the process, while you're still in. The answer is it already
happens. This bill wouldn't change anything on that and it just...the county and the state don't
collect that money, if that were to happen. The changing the percentage down to 14 percent,
Senator Brasch, you know, I'm always open to legislation to that degree. What that shows you is
though that when you put a 3 percent cap on or 14 percent, 14 percent was right for that time; 3
percent might be right for this time, but it may not be right two, five years from now because our
interest rates constantly vary. And so we have to be careful when we do lock ourselves into low
interest rates, that we aren't having unintended consequences many years down the road. With
that, I would ask for your unanimous support on this bill and again thank NACO for bringing this
to me. I think it ruins my record of 16 straight bills they've testified against, so. But other than
that. [LB797]

SENATOR GLOOR: Senator Scheer. [LB797]

SENATOR SCHEER: Thank you, Senator Gloor. Senator Harr, just out of curiosity, the cap that
we have a place, does it have to be a finite number or can it be based on some type of fluctuating
numbers so that...? [LB797]

SENATOR HARR: Right. You know, | have tried to do that on other bills and it's difficult to do
because...well, I'll be honest. When 1 first got here, | wanted to use LIBOR. Well, we've since
found out that that's a fraud. But there are other rates you can use, but the problem is then we're
changing statute without voting on it if we use an outsource. If we say LIBOR plus 10 percent or
5 percent or 4 percent, then that rate changes without us approving it and that's unconstitutional.
So it's hard to have a floating mechanism. | have yet to figure out how to do one. If there is a way
to do it, | would be more than happy to do it. [LB797]

SENATOR SCHEER: Okay. Thank you. Thank you, Senator Gloor. [LB797]
SENATOR GLOOR: Seeing no further questions. Thank you, Senator Harr. [LB797]
SENATOR HARR: Thank you. [LB797]

SENATOR GLOOR: And that will end the hearing on LB797. We'll now move to LB1104.
Senator Larson, welcome to the Revenue Committee. [LB797]
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SENATOR LARSON: (Exhibit 1) Good afternoon, Chairman Gloor and members of the
Revenue Committee. My name is Tyson Larson, T-y-s-0-n L-a-r-s-o-n. | represent District 40
from O'Neill and | come before you today to introduce LB1104. LB1104 relating specifically to
Native Americans creates special economic zones which includes any reservation as defined in
Nebraska Statute 43-1503 or Indian country as defined in 18 USC 1151 and provides for tax
incentives, intent provisions, revenue sharing agreements, and a federal low-income housing tax
credit scoring bonus within said zones. The bill also changes provisions relating to the
distribution of property taxes as it pertains to tribally controlled community colleges located
within the community college area. Before | get to the specific intent of LB1104, | would like to
share with the committee my motivation in introducing such legislation. The Santee Sioux Indian
Reservation, the Ponca headquarters, as well as a portion of the Winnebago Indian Reservation
fall within the boundaries of Legislative District 40, and as such, | have become familiar with the
vast array of economic concerns they all face. | have reached out to our Nebraska tribal leaders
and have had the opportunity to meet with them as well as representatives from the tribes to
discuss their similar concerns. It is my intent to provide both incentives and solutions through
LB1104 in an attempt to promote economic growth and sustainability as well as promote
sovereignty within the designated special economic impact zones as addressed in the bill.
LB1104 seeks to promote tax incentives to qualified businesses within special economic impact
zones by providing the following: (1) any qualified business within such zone would be exempt
from the income taxes due under the Nebraska Revenue Act; (2) qualified businesses would also
be exempt from sales and use tax due under the Nebraska Revenue Act for the first $10 million
of taxable purchases made each year; and (3) a qualified business already receiving tax
incentives under the Nebraska Advantage Act would also be eligible for these additional
exemptions. Please let it be noted that the intent of these provisions were specific to qualified
businesses within the special economic impact zone areas. Additionally, the sales and use tax
exemption was intended to be on a per-business basis, not businesses as a group as currently
written. An amendment that | handed out addresses these two oversights in Section 2.
Furthermore, it is the true intent of this measure that qualified businesses shall be a new or
expanding business. A business cannot relocate or qualify for these exemptions. Businesses that
are currently located within the special economic zone would be eligible; however, | would
entertain a notion of placing restrictions on ag-related businesses should it be a more fiscally
conservative option, i.e., help the fiscal note. LB1104 also provides intent language to clarify in-
state statute for the purposes of taxation relating to Native Americans and Indian reservations
what has been proven through federal case law over numerous years. In general, these practices
are currently taking place through the Department of Revenue. This bill simply codifies that
language. | am happy to work with the committee and with the department moving forward to
adjust this language if that is necessary. LB1104 provides further...provides for a revenue sharing
agreement option between that an Indian tribe and the Department of Revenue. If an agreement
contains all of the following provisions, then the department would be required to enter such an
agreement. First, the Indian tribe shall impose a tribal sales and use tax that are equal...that are
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less than or equal to that of the state sales and use taxes. Second, the tribal taxes shall be
imposed on both members and nonmembers of the Indian tribe. And third, 20 percent of the
tribal taxes shall be shared with the state of Nebraska. If these criteria are met and the revenue
sharing agreement is entered into, then for any transaction subject to the tribal taxes, the
Department of Revenue shall not impose the equivalent state sales and use tax on such
transaction. However, if the tribe presents a revenue sharing agreement that contains additional
provisions, the department has the discretion on entering into an agreement. Additionally,
LB1104 provides that an allocation of any federal low-income housing tax credits through the
NIFA Act, the authority shall give a bonus to any project located within the special economic
zone. The bonus shall be equivalent to 2 percent of the total number of allowable points. Lastly,
LB1104 stipulates that a community college area includes a reservation, then the board for such
community college area shall remit 15 percent of the property taxes collected on the real taxable
property on such reservation to the tribally controlled community colleges in the state--of which,
there are currently two. Again, | would like to reiterate my intent on this legislation as being an
attempt to provide both incentives and benefits with the special economic zones in an effort to
promote economic growth and stability to these areas. | have read through the concerns offered
by the Department of Revenue and I'm happy to work with the department to address each issue
moving forward. | am also willing to work with members of the Revenue Committee to address
any concerns and fine tune this legislation. As many of you...I don't know if you have seen
LB1104 already has the priority designation of the State Tribal Relations Committee and this is
a...has the possibility to be a very large benefit and game-changing legislation in terms of
providing economic growth, sovereignty to the tribes, and you know, working to take a first step
to solving some issues that we as a Legislature can solve. And | hope that the committee keeps
an open mind and we can work through this and have LB1104 on the floor this year as it already
does have a priority. Thank you, Mr. Chairman. And I'd appreciate any questions. [LB1104]

SENATOR GLOOR: Questions? Senator Scheer. [LB1104]

SENATOR SCHEER: Thank you. Senator Larson, is Northeast the only community college that
this would affect? [LB1104]

SENATOR LARSON: As written, yes. [LB1104]

SENATOR SCHEER: Do you perceive that to be equitable to the extent that they would be the
only ones that we would be helping fund when you have a system all across the state? [LB1104]

SENATOR LARSON: Yeah, I can understand the concern. Right now, obviously the only...there
are two tribal-run colleges: NICC, Nebraska Indian Community College; and Little Priest. NICC
is shared between the Santee and the Omaha. And Little Priest is with the Winnebago. All of
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those lie within Northeast Community College's levy authority. Therefore, they would be the
only ones that would...and as the bill designates, essentially they would only be able to receive
part of the levy within the special economic zone. So the part of the levy that you pay as Norfolk,
they wouldn't be...that wouldn't be available, yeah. [LB1104]

SENATOR SCHEER: Well, I understand it's coming from those dollars, but it's also a loss to that
community college. So you know, you are essentially penalizing that specific community college
versus all community colleges having some type of shared effort in that. [LB1104]

SENATOR LARSON: | can appreciate that. You know, | think as you talk to the tribes and | talk
to the tribes, they feel...and maybe they can obviously speak for themselves better than I can, but
my guess would...the answer would be they feel penalized that they're a fee-based land within
the reservation. You know, that they are...fee-based land is land that is sales taxable. Trust land
would be not sales taxable, subject to property tax. Trust land isn't subject to property tax. But
the fee-based land within the reservation, they would say many of the students that are attending
the Native American community colleges or the tribal community colleges, very few of them go
to Northeast and that they're paying those... [LB1104]

SENATOR SCHEER: But using that theory... [LB1104]
SENATOR LARSON: ...that they're using... [LB1104]

SENATOR SCHEER: ...as Senator Davis brings up quite frequently, that very few students in his
area of the state attend Western Community College and they're still required to pay those fees.
The amount of attendance shouldn't be a determination fact of who we tax. | mean, if you're
retired, you no longer have any children in school so you don't pay taxes to... [LB1104]

SENATOR LARSON: I understand. Essentially, I'm more than willing to work with the
committee. I know the community college portion is obviously very dear to you representing
Norfolk and Northeast being there. So I'm definitely open to ideas on how we can continue to
move forward on the community college piece and working with you and the tribal leaders. And
Dr. Chipp is obviously with Northeast. Hopefully we can come up with a solution on LB1104.
[LB1104]

SENATOR SCHEER: Okay. Thank you, Senator. [LB1104]

SENATOR LARSON: Thank you, Senator Scheer. [LB1104]
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SENATOR SCHEER: Thank you, Senator Gloor. [LB1104]
SENATOR GLOOR: Senator Sullivan. [LB1104]

SENATOR SULLIVAN: Thank you, Senator Gloor. Thank you, Senator Larson. You mentioned
a prioritization. [LB1104]

SENATOR LARSON: Yes. [LB1104]
SENATOR SULLIVAN: By whom and how? [LB1104]
SENATOR LARSON: The State-Tribal Relations Committee. [LB1104]

SENATOR SULLIVAN: And how does that play within our prioritization in the Unicameral?
[LB1104]

SENATOR LARSON: It's a committee priority. [LB1104]

SENATOR SULLIVAN: Okay. And regarding the 15 percent of taxable property in the
community...on the reservations. [LB1104]

SENATOR LARSON: Yes, just within the... [LB1104]
SENATOR SULLIVAN: But how will that be divided among the tribal colleges? [LB1104]

SENATOR LARSON: We don't designate in LB1104 because there are only two tribal
community colleges, Little Priest and NICC. In the bill, we do not make that division. We just
say that it shall be...you know, it shall be to those. If the committee feels that it's better to make
that decision, | would like to continue to work with the tribes. Obviously NICC represents two of
the tribes, the Santee and the Omaha; and L.ittle Priest represents one. So | don't know if it's
better to let the tribal leaders figure that out themselves or if the Legislature wants to work with
them to decide how to best equitably split that. | think that's up to the committee and the body as
awhole. [LB1104]

SENATOR SULLIVAN: Will someone be coming up to testify later to give us some examples of
what those qualified businesses might be that would currently benefit if this legislation were to
pass? [LB1104]
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SENATOR LARSON: Do you want the current...l can touch on...you know, do you want the
current qualified businesses or...? [LB1104]

SENATOR SULLIVAN: Just give me an example or two. [LB1104]

SENATOR LARSON: Essentially any...and as | said in my intro...and the Department of
Revenue gave us a list of current businesses. But the statute as introduced...or the bill as
introduced is pretty broad. Essentially we talk about a qualified business is one that isn't like
relocating, i.e., the Case-1H dealer in Grand Island couldn't move their entire manufacturing
facility to the Santee Reservation or the Winnebago Reservation and be considered a qualified
business. The intent was to do a new and expanding business, and | would understand if we
needed to put a restriction on...right now it is my understanding that most of the businesses
within the reservation are corporations or sole proprietorships that are non-Native owned because
non-Native-owned businesses are the ones that are subject to income and sales tax right now.
Native-owned businesses are not. So most of those are ag related that are currently there so if we
need to work to place restrictions, more restrictions on the qualified businesses, I'm more than
happy to do that to help that fiscal note. And you know, if it has to be an exemption that
begins...that they aren't ag related. The main business on the reservation right now that is not ag
related is there's a Dollar General on the Winnebago Reservation. But as the committee knows,
all Native-owned businesses aren't subject to state income tax or if any of the goods are delivered
on to the reservation, aren't subject to sales tax as well. And I know I've had meetings with
Department of Revenue in terms of their concerns that on the sales tax portion of this, any good,
that they want to make sure it's a little more clear that the goods delivered into the special
economic zone for a business have to be used within that portion of the business in the special
economic zone and can't be then transported to a different area the state. I'm more than happy
because that's the intent of it. But I'm happy to clean that up and work with the committee to
ensure that happens. [LB1104]

SENATOR SULLIVAN: Great. Thank you. [LB1104]
SENATOR GLOOR: Seeing no further questions... [LB1104]
SENATOR DAVIS: I've got one question. [LB1104]
SENATOR GLOOR: I'm sorry. Senator Davis. [LB1104]

SENATOR DAVIS: Thank you, Senator Gloor. So it's a pretty complicated bill, Senator Larson.
And I'm just kind of getting a grasp on it. [LB1104]
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SENATOR LARSON: Yeah, please. [LB1104]

SENATOR DAVIS: So supposing Nebraska legalizes gambling then and we end up with a tribal
casino. Tell me how that will be taxed. [LB1104]

SENATOR LARSON: Yes, so tribal casinos, it's my understanding, if it's a tribally owned, it's
not taxed anyway because the tribes aren't subject to state income tax because it's Native owned.
You could say with the current constitutional amendment that the push, the drive is going right
now, that actually says that a casino has to be at a horse track. So there are no horse tracks within
any of the reservations. The one horse track...and there's one in Sioux City, Columbus, and
whatnot. So if we legalize gambling, I don't think this would actually affect anything because
there's no...in the balloted question that's being asked right now, | don't think it has any effect
because there's no horse tracks on any of the reservations. And even if a tribe were to own a
horse track, they would still be off the reservation, they're not...therefore, still subject to the
income tax because it's my understanding under the case law federally that they're only...only
businesses that are located on the reservation are not subject to income tax. And even if a non-
Native tried to set up a casino on the reservation, they'd have to build a racetrack first. And
obviously that goes through the Racing Commission and a number of other entities. So | think
there are definite, if you want to say that, safeguards in place to ensure that might not necessarily
happen. [LB1104]

SENATOR DAVIS: And then when you started talking, and I think you were referring to some
maybe federal language about, I think you used the term Indian country. [LB1104]

SENATOR LARSON: Um-hum. [LB1104]
SENATOR DAVIS: Can you explain what that means. [LB1104]

SENATOR LARSON: Yeah. So federally...I referenced this, so: "reservation shall mean Indian
country as defined in 18 USC 1151 and any lands, not covered under such section, title to which
is either held by the United States in trust for the benefit of any Indian tribe or individual or held
by any Indian tribe or individual subject to a restriction by the United States against alienation or
a federally designated or established service area which means a geographic area designated by
the United States where federal services and benefits furnished to Indians and Indian tribes are
provided or which is otherwise designated to constitute an area on or near a reservation”. | can
get you the exact copy. (Laugh) [LB1104]

SENATOR DAVIS: And can you tell me exactly what that means? [LB1104]
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SENATOR LARSON: So specifically what Indian country...? [LB1104]

SENATOR DAVIS: | mean, so we've got designated reservations that we, I think, all of us
understand. [LB1104]

SENATOR LARSON: We have three designated reservations. So that would be the Omaha,
Santee, and Winnebago Reservations. And then we have one nonreservation tribe which would
be the Ponca. So the Ponca has--and they might be able to describe it a little better and excuse
me if |1 don't have the exact correct terminology--but they have what is called a service area. And
it is my understanding that the Ponca have a 13-county service area within the state of Nebraska
in which within that service area they can put land in trust. Land in trust, to put land in trust they
have to go through the Department of Interior, i.e., the Bureau of Indian Affairs. They have to
have hearings with...through that process. They have to...you know, at which point the county or
the city in which they are trying to put the land in trust can...it is a, under my understanding, a
judicial process. They can have...the city can say no, yes, follow all that. And then the BIA
actually makes the decision on whether or not that land can go in trust. Now a number of places
have...l know Lincoln has put under I think Mayor...Don Wesely was actually the mayor when
they put land in trust here in Lincoln. And a lot of times when land does go in trust, and I've
talked with members of the Ponca, that they still pay the property taxes in lieu because they want
the services. They want the fire. They want the police available and a number of those things. So
| know property taxes are a big issue for both of us and those are often paid. So Indian...but when
that land goes into trust, that is then considered Indian land and Indian territory. So you know,
the concept is could...will the Ponca have that ability on any land that is Indian land within that
13-county designated area? That’s a definite possibility, but they have to go through obviously
all the processes that it is to get that land. None of the land that is owned by...I know the Ponca
own...well, I don't know. | believe that the Ponca own what's called fee-based land. That's just
land that isn't in trust. The tribe may owe it, but it's not Indian land. It's still subject to everything
else, just like if the Winnebago, the Omaha, or the Santee, they can have land in trust on the
reservation which isn't subject to property taxes. They can own fee-based land. The tribe can still
own fee-based on the reservation that is subject to property taxes. But for the for those three
tribes, it is my understanding that any land owned off their own reservation has to be fee based.
So the Winnebago can't buy land outside their reservation and put it in trust, anything off of their
reservation has to be fee based. Does that give you a better, a clearer picture? [LB1104]

SENATOR DAVIS: Yes. So the fee-based land...and the Ponca have some land in Lincoln.
[LB1104]

SENATOR LARSON: They do. [LB1104]
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SENATOR DAVIS: That's fee based, correct? [LB1104]

SENATOR LARSON: I think they have fee and trust in Lincoln. [LB1104]
SENATOR DAVIS: So then will that land in Lincoln be subject to this? [LB1104]
SENATOR LARSON: The fee based will not; the trust land could be. [LB1104]

SENATOR DAVIS: Okay. Then the final question I think is dealing with land in my district that
is owned by the Lakota Sioux Tribe, not on the reservation but within the definition of Nebraska
in which a nursing home is being constructed. [LB1104]

SENATOR LARSON: Okay. [LB1104]
SENATOR DAVIS: Is that a qualifying enterprise? [LB1104]

SENATOR LARSON: Is that...my first question would be to you, is that land that's in trust
because this specifically says, under the definition that I read, it would have to be land in trust.
And do you know...you said it's the Dakota Sioux? [LB1104]

SENATOR DAVIS: Lakota Sioux, yeah. [LB1104]

SENATOR LARSON: Lakota Sioux. And you know, someone behind me might have a better
answer. I'm just speaking off the top of my head. Are they a reservation-based tribe in South
Dakota? [LB1104]

SENATOR DAVIS: Yes. [LB1104]

SENATOR LARSON: Well, at that point...but their reservation does not dip into Nebraska,
correct? [LB1104]

SENATOR DAVIS: Well, that's a very interesting question | don't have the answer to. [LB1104]

SENATOR LARSON: But federally, I don't think it does. [LB1104]
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SENATOR DAVIS: But the nursing home that's being constructed there is being constructed on
trust...l think tribal trust land. [LB1104]

SENATOR LARSON: Okay. And that's a question that, you know, we can dive deeper into
because...and maybe... [LB1104]

SENATOR DAVIS: And maybe someone following will know the answer. [LB1104]

SENATOR LARSON: ...the head of the Nebraska Indian Commission can answer that because it
was my understanding that if they have reservation land, they can't have trust land outside of that
reservation. Now again, they might have a different agreement with the federal government or
whatnot. But that was my understanding. | could definitely be corrected on that though.
[LB1104]

SENATOR DAVIS: All right. Thank you. [LB1104]
SENATOR LARSON: | appreciate....that's a great question though. [LB1104]
SENATOR GLOOR: Senator Scheer. [LB1104]

SENATOR SCHEER: Thank you, Senator Gloor. If you don't know the answer perhaps
somebody else will. But looking at the Ponca specifically, they have a pretty large tract of ground
that's undeveloped literally in the middle of Norfolk. It is...what type of ground is that?
[LB1104]

SENATOR LARSON: I don't know if that's fee or trust land. If it's fee land then it wouldn't be
subject to this. Now they might be able...they might try to put that in trust and if they put that in
trust then obviously the city of Norfolk, the County of Norfolk (sic--Madison) can discuss that.
I've had a lot of discussions on what are the benefits to this, even the Ponca's ability to do this.
And I think that really it would be a benefit to any community to have, you know, the Ponca
within them. Obviously moving it into trust takes away that property tax that aspect of it. But as |
said, it is my understanding that almost all the land that is in trust in Lincoln or these other cities,
they do pay property taxes...or in lieu of property taxes, and think about the economic investment
that certain businesses might want to invest in because of the special incentives or the jobs that
could come to those local entities. [LB1104]

SENATOR SCHEER: | understand, but doing that, to me, that is a different question than trying
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that are impoverished and trying to attract new business. | get that. But if you're in the middle of
a community that is already experiencing fairly significant growth, that now puts that piece of
ground at a distinct advantage over the rest of those folks that are already competing. And I'm
not sure that's really the intent of what we're looking at. So that's why I'm asking. [LB1104]

SENATOR LARSON: I can definitely understand the concern of that and that's something that a
lot of conversations have been had. And you know, that's going to be...the committee and the
Legislature have to continue to work towards that to make that compromise or decide what we're
going to do. Obviously the three reservation-based tribes have very distinct possible
disadvantages: high unemployment and worse. We have a lot of social spending. [LB1104]

SENATOR SCHEER: And | get that part, Senator. [LB1104]

SENATOR LARSON: And so working with the Ponca, I'd encourage everybody to work with
the Ponca to work towards that solution. And we have to remember that any land that specifically
the Ponca have, to put it in trust is a significant process in which the city of Norfolk, the County
of Madison would... [LB1104]

SENATOR SCHEER: That's why I'm asking. I don’t know that it's not. | don’t know that it is.
[LB1104]

SENATOR LARSON: Yeah, I'm sure...a representative of the Ponca Tribe | believe will be
coming up, so maybe they'd be a better one to say that specific tract. [LB1104]

SENATOR SCHEER: Thank you, Senator Gloor. [LB1104]

SENATOR GLOOR: Thank you, Senator Larson. And we'll, seeing no further questions, we'll
move...are you staying around to close? [LB1104]

SENATOR LARSON: Yeah. [LB1104]

SENATOR GLOOR: I thought so. Okay, we'll move to proponents for this bill, if they'd step
forward, please. [LB1104]

JOHN LINDSAY: Senator Gloor, members of the committee, for the record, my name is John
Lindsay, L-i-n-d-s-a-y, appearing as a registered lobbyist on behalf of the Winnebago Tribe of
Nebraska. Start by thanking Senator Larson for introducing this bill. And 1 think...just give you a
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little bit of background. Senator Larson over the interim reached out to the various tribes,
brought them together trying to identify what are issues that are of concern to the tribes, what are
the problems the tribes face. And LB1104 was his work product with a lot of input from the
tribes to try to address what those issues are. And so we do offer him thanks for recognizing that
there are some issues that the tribes face and we'd like to see those addressed. Conceptually, we
support the bill although I think some of the questions from the committee are questions | don't
think are new. We're still kind of trying to figure it out and I think the hope is that we'll get some
conceptual durare (phonetically), some level of direction from the committee to get the language
down, tighten it to where this committee would be comfortable with it. But overall, I think
the...what the bill tries to do is to provide mechanisms to address one of the biggest issues facing
the tribes and that is the issue of unemployment and trying to have...create these special
economic zones to allow another tool to the tribe to try...to each of the tribes, to try to bring jobs
so that tribal members will have access to that employment. The mechanism proposed by
Senator Larson is an attempt to do that. And granted, | think Senator Larson mentioned
tightening it up is probably necessary, but the goal, we are absolutely supporting and that is we
would like to get jobs coming back to the reservation. Some of you, I think, attended a luncheon
earlier this session that involved a presentation about Ho-Chunk which is economic development
arm that is a wholly owned, tribally owned corporation that does just that, tries to engage in
economic development on the reservation. And | mention that because there's a couple of issues
that through that economic development arm, a couple other issues involved in the bill. One of
those is the revenue sharing agreements and the one proposed for the sales tax makes a lot of
sense. And the problem you run into is just, under federal law, who pays taxes where? There's
determinations about on a reservation, who pay sales tax and | think federal law is pretty clear,
which by the way, I'm not an Indian law expert. Senator Larson I think did a pretty good job.
There are law firms that do only that law because it is...there is a long history of case law,
treaties, statutes, etcetera. But | think under federal law, Indians on the reservation do not pay
sales tax. So when you get into that, that's the structure that you start with. So the question is,
why a revenue sharing agreement? And that is because the tribe is entitled to adopt a tribal tax
that would be paid by tribal members on the reservation. And the question is, is that good policy
to have a retailer making racial determinations at the counter about who does pay, or which tax is
paid? And in other areas that the state has...the state right now does have a gas tax revenue
sharing agreement with at least the Winnebago tribe. So there is precedent for doing this. The
idea being clarity for the businesses, whether they're Native owned or non-Native owned, on the
reservation. It would provide clarity with a tax that could be paid. Everybody knows who pays
the tax, how much, and where it goes. And so with the revenue sharing agreement, the state
would benefit as well from that clarity. Finally, with respect to community college funding, and |
would...Maunka Morgan who runs the Little Priest College will be testifying in a neutral
capacity and | think Senator Sullivan could answer some of your questions regarding funding
there. But I think the one point that I would make is that using Ho-Chunk, only Ho-Chunk as an
example. In 2015, Ho-Chunk paid $186,000 in property taxes but the amount of money that |
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think Mr. Morgan will talk about that comes back out of just the development arm's payment of
property taxes is minuscule. I think that's what the bill attempts to address is funding that I think
is low and | think at least the Winnebago tribe would be open to other mechanisms to try to
address that. Mr. Chairman, my time is up and I'd be happy to try to answer questions. [LB1104]

SENATOR GLOOR: Thank you, Mr. Lindsay. Are there questions? Senator Sullivan. [LB1104]

SENATOR SULLIVAN: Thank you, Senator Gloor, and thank you, Mr. Lindsay. But I'm a little
confused on...does Senator Larson's amendment address the issue that apparently is noted in the
fiscal note because the bill as written does not restrict the $10 million of taxable sales exemption
to qualified businesses on the Indian reservation. The sales tax impact would be statewide and
unchanging. Is that what his amendment changes? [LB1104]

JOHN LINDSAY: Senator Sullivan, | have not seen the amendment, so | don't know if it does
address it. But | will take a look at it and get an answer to you. [LB1104]

SENATOR SULLIVAN: OKay, all right. Thank you. [LB1104]

SENATOR GLOOR: Seeing no further questions. Thank you, Mr. Lindsay. Next proponent,
please. Good afternoon. [LB1104]

VERNON MILLER: Good afternoon. Good afternoon, members of the Revenue Committee My
name is Vernon Miller and | am the chairman of the Omaha Tribe. | wanted to first of all start off
by thanking Senator Larson for agreeing to meet with the tribes and really reaching a hand out to
the tribes in coming forward and establishing dialogue and today's product is the result of that.
You know, it's really good to know that Senator Larson reached out to the tribes and
acknowledged the relationship that tribes have with the state and that's kind of the intent of
today's bill as well. So my name is Vernon Miller and | am Chairman of the Omaha Tribal
Council. I was elected in November of 2013, serving a three-year term and I'm on my final year
of that term. | was a previous high school business teacher at Omaha Nation Public Schools
which is a state school in Nebraska in the northeast corner. We are a federally recognized tribe
which our reservation, Nebraska lies around it, so does lowa. We have reservation land on both
sides of the state along the Missouri River. Our total land area is approximately 307 square miles
with a population of approximately over 8,400. While farming, tribal, and federal governments
and our casino operations both in Nebraska and lowa provide some jobs on our reservation, our
efforts to establish economic activity have not created sufficient employment opportunities for
our tribal members. The resulting situation is, to put it mildly, very dire. I'd like to start by giving
you a snapshot of the economic situation on my reservation. To do so, | reluctantly share these
alarming statistics with you. Over two-thirds of Native American children below the age of five
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on our reservation live in poverty. The poverty rate for Native Americans on my reservations is
nearly one-half. There is a 69 percent unemployment rate on my reservation compared to the
state unemployment rate of 2.5 percent. So that's an alarming statistic and if that was switched
and the state of Nebraska was in a 69 percent unemployment rate, I'm sure you'd be feeling what
I'm feeling today, to know what that feels like. Research has shown that living in poverty has a
wide range of negative effects on the physical and mental health and well-being of children.
Poverty impacts children at home, in school, and in their neighborhoods and communities.
Children who live in poverty are at greater risk for negative outcomes such as poor academic
achievement, school dropout, abuse and neglect, behavioral and emotional problems, physical
health problems, and developmental delays. This is true everywhere including our reservation.
What makes this worse for the Omaha Tribe is the rate of poverty on our reservation is probably
higher than anywhere else in this state. Higher rates of general or adult poverty in communities
as found on the Omaha Indian Reservation have a wide range of negative impacts as well. With
respect to unemployment, I think we can all agree that a high rate of unemployment has
tremendous social and economic cost to the unemployed. The Omaha Tribe of Nebraska as well
as the state of Nebraska as a whole and through LB1104 is a step towards reducing that poverty
and unemployment on my reservation in Nebraska including my reservation, the Winnebago
Reservation, and the Santee Sioux Reservation. In regards to the special economic impact zones,
first, LB1104 would create a special economic impact zone on reservations in Nebraska. With
these impacts zones, qualified businesses would be exempt from sales and use taxes otherwise
due under the Nebraska Revenue Act. The staggering unemployment rate on the Indian
reservation is not because our tribe members don't want to work, it's because there's not enough
employers or jobs available on my reservation. Our hope is that these economic impact zones
and their tax exemptions as contemplated by LB1104 will attract businesses and employers to
our reservation creating the jobs we so seriously need. Creating jobs and reducing
unemployment on my reservation and other reservations will benefit both individuals and the
state of Nebraska. For individuals, employment provides income security for not just the
employed but for their families as well. This benefit cannot be understated. From a macro
perspective, more jobs and higher employment rates result in increased production of goods and
services and along with more jobs and higher employment rates come less dependence on all
forms of public assistance. But ultimately job creation is our best weapon against poverty and all
the harms that come along with it. It is our belief that LB1104 can accomplish our collective
goals of reducing poverty and increasing employment on reservations and do so without
increasing unemployment in other parts of Nebraska. Specifically, LB1104 prohibits businesses
from relocating from one part of Nebraska to a special economic impact zone in order to qualify
for those tax exemptions. What this means for Nebraska is jobs won't leave one part of the state
and simply end up within Indian reservation boundaries. What it means for the Omaha Tribe of
Nebraska and other tribes of Nebraska is new jobs will be created on reservations. In this respect,
instead of just moving jobs around, LB1104 has the potential to create actual new jobs.
Additionally, LB1104 does not mean the state of Nebraska will collect no sales tax or use tax
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from the special economic zones. LB1104 provides that tribes will impose a tribal tax that is less
than or equal to the state sales and use tax. LB1104 further provides that the tribal tax will be
imposed on both members and nonmembers of the Indian tribes. Twenty percent of this revenue
will then be shared with the state of Nebraska in a revenue sharing agreement to be entered into
by the individual tribe and the state of Nebraska. We currently have that with our fuel tax as well,
the Omaha, like the Winnebago do. The benefit for the tribes is a potential for increased revenue.
The benefit for the state of Nebraska is the potential for collecting new sales tax and use tax as
well remitting the cost associated with that as well. I'll kind of end there and answer any
questions that you may have. [LB1104]

SENATOR GLOOR: Thank you, Mr. Miller. Questions for Mr. Miller? Senator Sullivan.
[LB1104]

SENATOR SULLIVAN: Thank you, Senator Gloor. Thank you, Mr. Miller. Of the 31 percent
that are employed, what percent of those individuals are employed on the reservation and off the
reservation? [LB1104]

VERNON MILLER: Well, those are the employed that are employed on the reservation.
[LB1104]

SENATOR SULLIVAN: Oh, okay. All right. [LB1104]

VERNON MILLER: So you have to remember our reservation is also in lowa. And our biggest
employer for my tribe is our casino in the lowa side of our reservation. [LB1104]

SENATOR SULLIVAN: Okay. [LB1104]

VERNON MILLER: We have a casino on the Nebraska side also that people aren't aware of. But
that does create some jobs, but it's pretty minimal. So for example, when the casino (inaudible)
was shut down by the flood that happened in 2011, my unemployment rate was 81 percent
because of that casino. And so when the casino was reopened two years ago, it reduced down to
69 percent. So you can kind of see there, you know, it currently employs 180 individuals and so
that's kind of the biggest source. Not only that, we have four hundred tribal employees as well,
through the tribal government, and that provides jobs as well. But those are kind of limiting. The
school does have jobs but obviously you have to be a certified teacher to work at the school. So
that's a limiting source as well for employment. [LB1104]
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SENATOR SULLIVAN: What kinds of businesses do you think not only would be attracted to
this kind of situation but would be attractive to the tribe? [LB1104]

VERNON MILLER: Sure. We have...one of our resources and assets is our land base, so we
have the ability to have a manufacturing facility. If they want to come in and create jobs and
hopefully utilize through this bill also our tribal college, you know. Unfortunately our tribal
members aren't going to Northeast Community College and aren't going to other colleges.
They're staying home where it's local and where the tribal college's curriculum is relevant
culturally as well as engaging which really is how our students and our community really learns.
If something is more culturally relevant, they're going to be able to learn that material better. And
so hopefully like | said, manufacturing jobs is an option as well as other maybe goods and
services employment...stores or anything of that nature would also help. [LB1104]

SENATOR SULLIVAN: Thank you. [LB1104]
SENATOR GLOOR: Senator Brasch. [LB1104]

SENATOR BRASCH: Thank you, Chairman Gloor, and thank you for your testimony. It was
very informative, Mr. Miller. When you had mentioned the casinos, the casinos would not be
affected by this. I thought that's what | heard Senator Larson say, that the casinos if you open
other casinos is that considered a business in an impact zone or what was...did | miss something?
This is where...is a cascinos considered one of the businesses for economic development and
jobs creation? [LB1104]

VERNON MILLER: So the current mechanism for even getting a casino on reservations in
Nebraska is it's not going to be a Class 111 casino like lowa has and Colorado and South Dakota.
It would only be a Class Il casino. And when you really think about the demographics of our
reservation, it's extremely rural so we're not going to see a big, you know, Ameristar or
Horseshoe Casino created on a reservation. Our casino that we do have in Nebraska, it's a Class
[l facility. It's really...it's maybe...the size of it is maybe a quarter of this room right here. So
when we talk about sizewise | mean it's really small and so the staff that's needed to be
employable there is minimal, maybe a handful of people. And so when you think about that,
they're really...in terms of a market, too, because it's so rural, I mean it's not something that you
would want to put another casino because they're just saturated in that market as it is. You know,
the two casinos that are there, the Winnebago, they have Native Star casino which is similar in
size. And then our casino, Lucky 77 Casino, | mean they're only nine miles apart. And our
reservation itself is so much smaller. So creating another one, that's really saturating the market.
And so after a feasibility study would be done, I doubt...it most likely would read not to build a
casino. So | mean I’m not sure if that's even a... [LB1104]
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SENATOR BRASCH: But will they be exempt from the sales and use taxes if this passes?
[LB1104]

VERNON MILLER: Well, it also depends on the type of land that it's on. That’s a big thing. If
it's trust land, there’s no ability to even levy a tax. But if it's fee land there's a possibility of then
too. But it depends on who is building the casino there. A tribe...my tribe probably wouldn't
because we already have our two casinos as it is and we're looking at other economic
opportunities other than gaming because, you know, originally we were farmers and so we were
really pride ourself on our farming industry. This year alone we've expanded it and doubled the
size of the amount of land that we are now farming. We now farm our lowa side of our
reservation, 1,500 acres. So we're looking at other opportunities other than gaming to, you know,
kind of build our economy. And hopefully this will entice other businesses to come to our
community and help us. Like I said, it's really unfortunate that the unemployment rate is 69
percent compared to Nebraska's 2.5 percent. And so any assistance that the senator is reaching
out for me, I'm going to welcome it and I’m going to be accepting obviously. Because of the
relationships we have with the federal government as an Indian tribe and a sovereign nation, the
level of interaction we have with the state is limited. And so this assistance through this bill
would definitely be beneficial for Nebraska as a whole. [LB1104]

SENATOR BRASCH: And what | also wonder about is Nebraska has a tax advantage plan to
attract businesses and it has incentives. And if it would help to say that a business needs to hire
so many employees to receive credits, kind of an exchange because you want to create jobs so
you need to have a job, a number of jobs created, not just an arcade of some sort that it's
machines running, but people jobs. Is that also something when you say that the
unemployment...you need something that will bring several bodies into a type of a business.
[LB1104]

VERNON MILLER: Yeah, that's kind of where | alluded to a manufacturing facility... [LB1104]
SENATOR BRASCH: Right. [LB1104]

VERNON MILLER: ...is something that we would be interested in promoting within our
community. We do have actual infrastructure already there. We do have two pretty large
buildings that can be turned over into a facility. But right now because we're so rural, our
community, businesses aren't really wanting...they'd rather go to Omaha or Grand Island or
Kearney or Lincoln because where the people are and where the job force is bigger rather than a
rural area. But my community where there's employable individuals there. Like I said, we have a
tribal college there who are creating a work force that can be employable. And so anything that
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this bill can do would be just enticing businesses to come there and really work on making
Nebraska... [LB1104]

SENATOR BRASCH: What kind of a population are we speaking of? How many do you have
ready to start work today? [LB1104]

VERNON MILLER: Like I said, we have 8,400 members on my...citizens on my reservation, so
you kind of do the math from there. [LB1104]

SENATOR BRASCH: Okay. Very good. | have no other questions. Thank you. [LB1104]
SENATOR GLOOR: Senator Scheer. [LB1104]

SENATOR SCHEER: Thank you, Senator Gloor. You may not have the answer, but I'm going to
ask the question so somebody else could answer if they want. If | don't ask it then I'll forget it so
that's why I'm asking you. The intent of the legislation is not from A in Beatrice to move a
facility up onto one of the reservations. | understand that. But what is to stop an individual, we'll
say in Pender, that's got a welding operation, 15, 20 employees, and it's ABC Corporation and
it's a family-held corporation so they simply just start MNC Corporation, build a building, and
take their production and their employees up on your ground just to take advantage of the
incentives that are placed here. [LB1104]

VERNON MILLER: Well, Pender is on the reservation, and so I'd welcome... [LB1104]

SENATOR SCHEER: Right, well, use Wayne. | don't care what town you use. It's somewhere off
the reservation and they simply just reform a corporation, move it 6 or 60 miles and it literally is
moving from A to B to facilitate that. What protections are in there to stop that type of
movement? [LB1104]

VERNON MILLER: I'd love to answer it but | can't answer that question. [LB1104]
SENATOR SCHEER: Nope, that's fine. [LB1104]

VERNON MILLER: But | appreciate the question. And like I said, I think from when you look
at the impact of the poverty level in my community, I think... [LB1104]
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SENATOR SCHEER: | get that, but the implication was we're not trying to move business
around in Nebraska. We’re trying to attract new business. So I'm trying to find how we are,
within the legislation, how we're stopping the bleed from inside Nebraska moving. And so it just
hurts one part of the state to improve your part of the state and | don't think that was the intent of
the bill either. [LB1104]

VERNON MILLER: I also want to mention, too, though that when you consider the staggering
percentage of the 2.5 percent unemployment in Nebraska as a whole and then my community
having a 69 percent unemployment rate, when you consider the weighing the pros and cons of
that, I mean any job that's created in my community is good for Nebraska as whole. [LB1104]

SENATOR SCHEER: | understand that, but the intent as presented by the senator of the bill was
not to move in-state jobs across lines on to reservation ground. It was to create new jobs within
the state. So that's why I'm specifically more interested in my question in relation to that. |
understand exactly where you're coming from. | don't have any qualms with that. I just want to
make sure that we aren't just reshuffling the deck hoping that something comes out a little bit
better. [LB1104]

VERNON MILLER: Thank you for the question. [LB1104]
SENATOR GLOOR: Senator Davis. [LB1104]

SENATOR DAVIS: Thank you. Thank you, Mr. Miller, just a couple questions. You said there
are 8,400 people on the reservation. How many of your tribal members are off the reservation, do
you have any count on that? [LB1104]

VERNON MILLER: Sure. So we have around 3,800 to almost 4,000 tribal members living off
the reservation, and not only in Nebraska but across the world. The majority that live off the
reservation live in Omaha and Lincoln, of my tribal members. [LB1104]

SENATOR DAVIS: And then you talk about in the fiscal note some things, 150 non-Native
farmers located using land on the reservation, just leasing it, is that the way that works?
[LB1104]

VERNON MILLER: Correct, yeah. Because we don't have enough...our industry is still growing
with our own farming company, we can't farm all of land yet so we do lease it out to non-
Natives. [LB1104]
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SENATOR DAVIS: And then the final question | have talks...it calls for Nebraska...NIFA, it's on
the housing piece. Are you familiar with what I'm talking about? [LB1104]

VERNON MILLER: You can ask the question and I can try to answer it. [LB1104]

SENATOR DAVIS: Well, let me...I'm trying to find it here. Section 7 amends Nebraska Revised
Statute 85-1517 to require community college...we talked about that. Well, I can't find the
question now so maybe | will come back to that later. [LB1104]

SENATOR BRASCH: First page. [LB1104]

MARY JANE EGR EDSON: "The bill also requires", it's on the first page. [LB1104]
SENATOR BRASCH: First page, towards the bottom. [LB1104]

MARY JANE EGR EDSON: Towards the bottom. It says: "The bill also requires™. [LB1104]

SENATOR DAVIS: Okay. "The bill also requires the Nebraska Investment Finance Authority,
when allocating any federal low-income housing tax credits, to give a 2 percent scoring bonus to
any project located in a special economic impact zone." | guess I'm just assuming that's because
you've got a housing shortage there or substandard housing. [LB1104]

VERNON MILLER: So because of the sovereign status over our land, we have a lot of HUD
funding which HUD...which affords us the ability to have a housing authority and that provides
the homes. And so unfortunately because we don't have jobs there or housing, that's why you
have my tribe members leaving my community and living in Lincoln and Omaha and other
places across the world. [LB1104]

SENATOR DAVIS: So do you think that this is a significant enough, | guess, special credit to
steer more housing in your direction? [LB1104]

VERNON MILLER: I don't, but I understand the state is in a budget situation and so I think
anything is going to be helpful even though 2 percent, it's 2 percent. I'd love to see it increased
more, but then you've got to sacrifice somewhere else in the budget to increase that. [LB1104]

SENATOR DAVIS: Okay, thank you. Thank you. [LB1104]
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SENATOR GLOOR: Thank you, Mr. Miller. Appreciate your testimony. [LB1104]
VERNON MILLER: Thank you. [LB1104]
SENATOR GLOOR: Continuing with proponents. [LB1104]

KENT ROGERT: Good afternoon, Chairman Gloor, members of the Revenue Committee. My
name is Kent Rogert, K-e-n-t R-0-g-e-r-t, and today I'm here representing the Ponca Tribe of
Nebraska. And | will say the last time | was here testify the power went out, so | hope that
doesn't happen today. I'll kind of bat a little clean up here and try to answer some of the
questions that were asked before me. | do have a few bullet points. The Ponca Tribe does
strongly support creating economic impact zones on tribal-owned or tribal member-owned lands
in reservation and service areas. They strongly support Section 4 such as Mr. Lindsay talked
about, requiring the Department of Revenue to enter into revenue sharing agreements as long as
the requirements of the bill are met. And we strongly support boosting low-income housing tax
credits that might encourage some housing developments on the reservations or in areas where
there is a need. For legal counsel, if there are definitions that need to be addressed moving
forward, we have specific suggestions on those changes and we'd be happy to share those with
you. We think LB1104 is a great starting point on which to build tribal economic development
policy and will help boost employment among tribal members and on tribal grounds. And our
chairman Larry Wright was not able to be here today because of business out of the state. But,
Senator Scheer, you had a couple questions. One of them was on the undeveloped property in the
middle of Norfolk. That is not land that's held in trust. The only trust land the Ponca owns in
Madison County is 1800 Syracuse. There's a duplex and a fourplex and an eightplex, a gym.
There's a little...1 think it's an old school property there. [LB1104]

SENATOR SCHEER: That is the ground. [LB1104]

KENT ROGERT: That is? Okay. That's the trust ground. It would be...it is in trust. Senator
Sullivan, you asked if the amendment satisfies the fiscal note. Possibly. We think it's pretty close
to handling a lot of the concerns that were put in there by the fiscal staff. Senator Davis, you
asked about the nursing home that's going on up there. That actually is...it is reservation ground
that extends just across the state. So the answer is maybe it would qualify. It would have to go
through the Department of Revenue and probably a court to be looked at, but possibly. And,
Senator Scheer, you also asked about what's to stop a company from just shutting down,
renaming, and building up over there? | don't know that the bill addresses it, but I think we could
put in a qualifier that the Department of Revenue can look at and at least address that concern.
I'll answer any other questions if you have any, or try. [LB1104]
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SENATOR GLOOR: Senator Schumacher. [LB1104]

SENATOR SCHUMACHER: Thank you, Senator Gloor. Thank you, Senator Rogert, for your
testimony today. Currently the Winnebago Tribe is funding a petition drive for casino gaming.
Everything I've seen in the case, unless the courts bring that effort down, it's probably going to
be successful because casino gaming is something that is very popular among Nebraskans and
this may be their first chance in years to vote on it. [LB1104]

KENT ROGERT: Sure. [LB1104]

SENATOR SCHUMACHER: That measure would authorize Class 111 gaming in Nebraska and
also authorize under the Indian Gaming federal act all the tribes to have casino activity in
Nebraska. That activity would also not be controlled by the Nebraska Legislature because we no
longer have control over gambling or never did have control over it, unless it was authorized.
[LB1104]

KENT ROGERT: Correct. [LB1104]

SENATOR SCHUMACHER: Now, and in reading through these provisions with that in mind,
how do you see that interplay with a Ponca casino? [LB1104]

KENT ROGERT: Well, possibly I think that it depends on where this would be located, of
course. That petition drive is requiring it to be anywhere a horse track is at currently, correct?
[LB1104]

SENATOR SCHUMACHER: But that petition drive, once authorized Class Ill, it opens the door
to the federal act. [LB1104]

KENT ROGERT: Okay. [LB1104]

SENATOR SCHUMACHER: So the rest of the tribes are not confined by the language of that
petition. [LB1104]

KENT ROGERT: Sure. [LB1104]

SENATOR SCHUMACHER: And so how do you see this interacting with a tribal casino not in
affiliation with the Horsemen? [LB1104]
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KENT ROGERT: There could be a door open through this bill for that. I think you could exclude
it if you wanted to. You could exclude gaming from a qualified business. [LB1104]

SENATOR SCHUMACHER: So as written now, this particular bill would qualify for all these
extras, so to speak, bonuses in this bill. [LB1104]

KENT ROGERT: Possibly. I'm not saying yes or no, but possibly. [LB1104]
SENATOR SCHUMACHER: Very possible. And that's... [LB1104]

KENT ROGERT: It's not restricted in this bill as far as | can see it. [LB1104]
SENATOR SCHUMACHER: That's the way | read it too. [LB1104]

KENT ROGERT: Yeah. [LB1104]

SENATOR SCHUMACHER: So that...and the timing of this bill is rather interesting with that in
mind. [LB1104]

KENT ROGERT: I think it's coincidental, but some people don't believe in coincidences, right?
But I don't think...l would say on behalf of the Ponca Tribe, our intentions with this bill would
not to be using it for gaming, so you could exclude that from it. [LB1104]

SENATOR SCHUMACHER: But if it's there, it's there. [LB1104]

KENT ROGERT: (Laugh) [LB1104]

SENATOR SCHUMACHER: (Laugh) Okay. Thank you very much. [LB1104]

KENT ROGERT: You're welcome. [LB1104]

SENATOR GLOOR: Seeing no further questions, thank you, Senator Rogert. [LB1104]
KENT ROGERT: Thank you. [LB1104]

SENATOR GLOOR: Next proponent. Judi. [LB1104]
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JUDI GAIASHKIBOS: Good afternoon, Chairman Gloor and Revenue Committee. I'm Judi
gaiashkibos, the executive director of the Nebraska Commission on Indian Affairs and my name
is spelled J-u-d-i g-a-i-a-s-h-k-i-b-0-s. And | have been the director of the Commission on Indian
Affairs for 20 years and | would have to say that this is probably one of the first times that we've
had a senator come to the tribes and come with an open opportunity for the tribes to find a way
to improve the quality of life for our people. And as you know, Indian people have dual
citizenship. We are citizens of our sovereign. I am a member of the Ponca Tribe and I'm also a
citizen of the United States of America. So firstly, I would like to thank Senator Larson for his
generosity and his intent and his spirit for reaching out to the tribes. Indian law is very complex.
| am not an attorney. My daughter does do Indian law in Washington, D.C., and | am very proud
of my daughter, but she's not here today. So | am the one that will have to answer your questions.
So | hesitated to come up here and testify because although I'm a member of the Ponca Tribe, |
don't always know every detail of what the Ponca Tribe is doing because I represent all the tribes
so | have to have some neutrality and work on behalf of the Omaha, Winnebago, Santee, and the
Ponca. So some of the questions today have already been answered, but Indian law is very
complex. And I know I was involved with the negotiations of putting the Ponca 17th and E office
into trust. And that was not an easy thing to do. It's very...and there's a purpose for that. It is for
the Interior Department to work with the governor of the state, the mayor of the city, the county
commissioners, and the tribe. Everybody works together to come up with an agreement that all
can agree to. And in the case at 17th and E, the Ponca Tribe agreed to have in lieu of taxes so
they could have the benefits of law enforcement and fire department and all of that. So I think
sometimes people are very fearful of what tribes can do, but it's very, very difficult to do these
things. Today I've heard a lot of questions about, you know...well, for example, that last question
about gaming, on Class I11 gaming. And as you know, under IGRA, the Indian Gaming
Regulatory Act of 1988, if the state of Nebraska allows for Class 111 gaming, which it currently
doesn't, that would open that opportunity for all the tribes. Ponca Tribe does not have any
gaming in Nebraska; the Omaha and Winnebago have Class I11 in lowa because that state allows
it. And the Santee have a Class Il. So what would be wrong with the Ponca having that?
Evidently people in Nebraska think that it might be a good thing for the state to have that. So if it
were good for the state, it could be good for the Ponca. And what I'd really like to say is | hope
that this conceptually, as has been said earlier by John Lindsay on behalf of the Winnebago, this
isn't a perfect bill. It's very complicated. We've been working. We have different tribes, different
challenges. We want to work with the Revenue Committee to craft it in a way so that you all feel
comfortable with that. But at the end of the day, what | want to see is opportunities for our
children, for our children to wake up in the morning and know that their parents have a job and
that the family unit is intact so that these children who go to public schools in our state, not
private BIA schools but public schools, that they can have a sense of purpose. They can feel
pride that their parents have jobs, that they can have some...the playing field can be leveled
because | truly do believe that it is education that will help our children have the opportunities to
either stay on the reservations and work there to help their people or to move away like my
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daughter. She works...one of her clients is the Ponca Tribe, the Crow Nation, the Pechanga
Nation. She's in D.C., but she's able to help her tribe. So I think that this is an opportunity for our
people as a whole and as dual citizens in our state, it's an opportunity for businesses in Nebraska
to locate on the reservations. And so we just have to work out a lot of those details and I'd be
happy to answer questions. But again, overall, we're supportive, the Indian Commission as an
agency. I'm here to help if this bill should come to fruition for the implementation process. I'm
here to help get the answers to any of these questions that the committee has. Thank you.
[LB1104]

SENATOR GLOOR: Are there any questions for Ms. gaiashkibos? Senator Schumacher, then
Senator Scheer. [LB1104]

SENATOR SCHUMACHER: Thank you, Senator Gloor. Thank you for your testimony today.
How many tracts of tribal lands are there in the Nebraska among the various tribes? How many
are out there? Where are they located, if you know? [LB1104]

JUDI GAIASHKIBQOS: Oh, boy. Let's see. Well, the Winnebago Tribe has their reservation
which extends into lowa and then they own land in the city of Omaha where they have some of
their federal contracting business as they're developing as...the presentation that Lance Morgan
made to all of you, he explained to you that they're working with the city on the riverfront there
to develop lands there. I believe that would be fee land, land that's not in trust. But again, | don't
know all the land holdings of the Winnebago Tribe, so. But to the best of my knowledge, the
Omaha Tribe, I'm not...the chairman was here so he could speak to that. But | know their
reservation is in Thurston County and that the land goes into lowa. The Santee Sioux Nation,
they're located up adjacent to what was the Ponca Homeland near Niobrara. | don't believe they
have any lands elsewhere in the state. And our tribe, the Ponca Tribe who had four treaties with
United States government, we were terminated and restored without a residential land base per
Public Law 101-484. We were precluded from having a land base. So instead we have these
counties where we provide our services. And those are on or near a reservation and are to be
treated as the same as the other tribes. Now in the case of the Ogallala Lakota Sioux, they have
lands up there near Rushville and | believe that was a farm that was given to them by a non-
Indian person and that is where the nursing home is being built. So here you have a tribe that
their headquarters and their land base is in South Dakota. They're building a beautiful facility in
Nebraska that will benefit our state in many ways because of the goods that are going to be
purchased. It will probably employ a lot of people, non-Indian people up at the nursing home.
And so if they were to be able to benefit | think that could be a positive thing. I'm not sure if that
land is in trust or not. That's something I'm not able to answer to, but for the other tribes as well,
the Ponca Tribe, We employ | believe it's something like half of our employees in all of our
service areas are non-Indian people. So the other tribes do business with non-Indian businesses
as well. So we're here to try to make Nebraska the good life for all people and for our children.
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And there is...was a piece of land in the southeast corner of Nebraska called the Half Breed Tract
and I'm not quite sure what the legal status of that is, but that is where half breeds were sent at
one time. And there were many tribes besides the four headquartered tribes that were sent there.

| believe the Sac and Fox and some of the tribes in Kansas were a part of that. [LB1104]

SENATOR SCHUMACHER: And one quick follow-up question then, let's assume that this bill
passes without any amendments with reference to gaming. Currently, if I'm not mistaken the
federal law is that if the state permits Class 111 gaming, that it has to enter into a compact with
the Native American tribes. Is that your understanding also? [LB1104]

JUDI GAIASHKIBOS: Yes, the state of Nebraska would be required to act in good faith and
compact with the tribes. [LB1104]

SENATOR SCHUMACHER: Let's suppose farther that last year this committee passed a piece
of legislation out--it was passed on the floor, vetoed by the Governor--that was attempting to
suppress Class 111 gaming that was emerging on a fairly large basis in the state and that as a
result of that bill and its subsequent veto, that the expansion of Class 111 gaming is functionally
de facto being permitted in Nebraska at this time and that the tribes make the proper petition and
legal action to get the right to do that. How do you see, if that action is successful, this particular
bill interacting with the state of Nebraska and what type of revenue sharing arrangements can we
expect? [LB1104]

JUDI GAIASHKIBOS: | wouldn't be able to speak to that. That would be between the Revenue
Department and the tribes and the state... [LB1104]

SENATOR SCHUMACHER: Okay. [LB1104]

JUDI GAIASHKIBOS: ...and negotiations in good faith. That's really not my area of expertise or
my responsibility, so | wouldn't want to speak. And why | hesitated to come up here and testify,
because | knew you would ask questions like that. So no, I'm not going to answer that. (Laugh)
[LB1104]

SENATOR SCHUMACHER: I hope I didn't put any evil ideas into your head. (Laughter)
[LB1104]

JUDI GAIASHKIBOS: That's all right. [LB1104]

SENATOR GLOOR: Senator Scheer. [LB1104]
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SENATOR SCHEER: Thank you, Senator Gloor. Judi, welcome. Were you involved in the
process of developing the bill? [LB1104]

JUDI GAIASHKIBOS: Yes. Yes and no. [LB1104]

SENATOR SCHEER: It's not a trick question. Here's my...and somebody else can speak to it.
From my perspective, this is a really, really big bill. And in a half hour or 40 minutes that we've
been looking at it, we've found a lot of problems with it. I'm wondering if during the process or if
it would be more attainable if we prioritized some of the things that you were wanting to do, not
necessarily all of them because | don't know that you can fix this bill as much time as you've got
left in a short session. And so if I'm not speaking to the right person, somebody that's right is out
there, that perhaps the better option is to sort of prioritize and maybe look at some...a few things
that we can fix and make workable and build upon. | mean as you stated earlier, this is the first
time that something of this magnitude has happened. But it looks like we're afraid it's never
going to happen again so we threw everything we could think of in a bill. And having said that,
normally those don't work out real well, and so more of a comment. I'm hoping that perhaps
rather than trying to fix everything under the sun, which I don't think you're going to be able to
do, that perhaps people are able to prioritize a few things that they would like to start with and
tighten those things up well enough that it's a workable bill and a passable bill because I...I'm on
your commission and | am very empathetic. But on the same hand I'm not going to pass bad
legislation either. And so I'm hoping somewhere that some compromise can be handled or
priorities set so that we aren't trying to work with everything and not get anything done rather
than working with something, some parts of it and get something done. [LB1104]

JUDI GAIASHKIBOS: Thank you, Senator Scheer. | wouldn't want to speak for Senator Larson,
but | think the consensus of the tribes is that we understand that we have great need. And so
perhaps too many things were put in here and that's what we would like to work with the
committee on is taking it down and taking out things, that maybe we'd like to end up with
something that's helpful and it'd be better to have something than nothing. So I agree with you if
we can find what the best thing of this is, "take the best and leave the rest" philosophy. And so
I'm certainly agreeable to that, but that would be...I would defer to the tribes and to the senator to
work with you on that. [LB1104]

SENATOR SCHEER: Fair enough. Thank you. [LB1104]
SENATOR GLOOR: Thank you. Appreciate it, Judi. [LB1104]

JUDI GAIASHKIBOS: Thank you. [LB1104]
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SENATOR GLOOR: Next proponent. Are there other proponents? Seeing none, we'll move to
opponents of this bill. [LB1104]

MICHAEL CHIPPS: (Exhibit 2) Good afternoon, Chairperson Gloor and members of the
Revenue Committee. My name is Michael Chipps, M-i-c-h-a-e-I C-h-i-p-p-s. I'm president of
Northeast Community College in Norfolk and I'm here to speak in general opposition to
LB1104. Somewhat listening to Senator Scheer, | want to say general opposition to because |
think there ought to be a needle up here that has strong opposition and general opposition. But to
require Northeast Community College to submit 15 percent of the property taxes collected on the
Native American reservations to the tribally controlled community college in the region is
problematic for us. As you well know, under our current structure Northeast is already required
to remit a portion of state aid dollars on the basis of FTE to the tribal colleges. Actually it
requires a significant amount of time and effort to collect even that required information because
it is hard to collect. We actually have visited the tribal colleges personally and have had them
come to our campus to try to figure out a way where we could collect that a little easier, but it is
hard to collect it for them. And there's no fault in that; it's just difficult to do that. It's unclear
how this bill would work in practice and we are unsure as a college how we'd know what revenue
was collected on the reservations and how we would know how much to even remit to the tribal
colleges. So that would be...that's difficulty number one. And it seems as...again, | do this on a
regular basis. | think I spoke on a similar issue a year ago, but it seems to me we're essentially
doing the work of the Nebraska Department of Revenue and we'd respectfully request that the
Department of Revenue work directly with the tribal colleges and submit the funds directly to
them. Kind of some final thoughts for your consideration that I've been thinking about as I listen
to the testimony today. Northeast Community College is a conduit of the state's work. It's good if
the Department of Revenue would determine how much is owed...or how much is to be paid and
then reimburse the tribal colleges accordingly. The question on how to determine 15 percent of
the property taxes to be collected or to be paid, the challenge we have to acquire the information
in the first place; and then the additional workload on our own resources to be able to do that. So
with that, I'll answer any questions that you might have. And the light is still green. [LB1104]

SENATOR GLOOR: Thank you, Dr. Chipps. Any questions? Seeing none. Thank you for your
testimony. [LB1104]

MICHAEL CHIPPS: Thank you. [LB1104]
SENATOR GLOOR: Others in opposition, please. [LB1104]

DENNIS BAACK: Senator Gloor and members of the Revenue Committee, for the record, my
name is Dennis Baack, D-e-n-n-i-s B-a-a-c-k. I'm the executive director of the Nebraska
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Community College Association. I'm only going to speak to one portion of the bill because, quite
frankly, I can't get my way through all of the business stuff that's in there. But quite frankly |
think that the fact that the Legislature would be in a position to dictate to a college giving
property tax to another entity I think probably runs afoul of the Nebraska Constitution, of the
Duis Amendment of the Nebraska Constitution. If you