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HUGHES:    OK,   everyone,   I   see   that   it's   11:00.   You   ready?   Very   good.   As   
you   know,   this   is   the   Tax   Rate   Review   Committee.   Statutorily,   we   are   
required   to   meet   every   July   and   November.   I   am   Senator   Dan   Hughes   and   
I   serve   as   Chairman   of   this   committee.   I   will   introduce--   have   
co-members   introduce   themselves.   

HILGERS:    Mike   Hilgers,   District   21,   northwest   Lincoln,   Lancaster   
County,   serve   as   Speaker.   

LINEHAN:    I   am   Lou   Ann   Linehan.   I'm   District   39,   Elkhorn,   Waterloo,   and   
Valley,   and   I'm   Chair   of   the   Revenue   Committee.   

HUGHES:    Senator   Stinner?   

STINNER:    Yeah,   John   Stinner,   District   48,   all   of   Scotts   Bluff   County.   

HUGHES:    And   Mr.   Fulton?   

TONY   FULTON:    Tony   Fulton,   Tax   Commissioner   for   Nebraska.   

HUGHES:    OK,   very   good.   Then   we   have   the   fiscal   analysts--   analyst,   Mr.   
Tom   Bergquist,   to   fill   us   in.   

TOM   BERGQUIST:    All   right.   I   will   work   off   the   copy   of   the   report   that   
I   had   sent   you   earlier   on.   We   have   some   hard   copies   in   the   back   of   the   
room   if   people   would   like.   I'll   start   working   on   that.   My   name   is   Tom   
Bergquist,   legislative   fiscal   analyst.   As   Senator   Hughes   said,   this   is   
a   statutory   meeting   required   to   occur   between   July   15   and   July   25.   
Just   as   a   little   background,   I've   covered   this   before.   This   group   
meets   in   July   and   November.   It   goes   back   to   when   the   Legis--   when   
Nebraska   first   implemented   a   sales   and   income   tax,   the   State   Board   of   
Equalization   actually   set   the   tax   rates.   The   Legislature   did   not.   
This--   they   were   required   to   meet   in   July   and   Novem--   and--   excuse   me,   
October   of   each   year,   to   evaluate   whether   the   tax   rate   should   be   
changed   or   altered.   When   the   Legislature   enacted   the   bill   for   the   
Legislature   to   set   the   tax   rates,   Senator   Warner   had   added   this   as   a   
meeting   to   basically   have   Legislature   review   the   financial   situation   
at   the   same   time   as   that   old   board   used   to   meet.   I   will   not   go   through   
the   summary.   Those   are   pretty   much,   I   think,   self-explanatory.   I   had   a   
chance   to   look   at   it.   Let   me   first   start   to--   let's   first   turn   to   page   
6.   I'll   make   a   few   comments   about   that.   Unfortunately,   turn   to   the   
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page   that's   almost--   can't   read   it,   but   we've   had   so   many   different   
forecasts   this   year,   it's   very   difficult.   The   starting   point,   we   
finished   the   year,   the   fiscal   year,   $379   million   above   the   April   
forecast.   As   you   can   see   at   the   bottom   of   page   6,   the   very   far   right,   
that   was   a   combination   of   $231   million   in   May   and   it   carried   over   to   
$147   million   in   the   month   of   June.   All   categories   were   above   the   
forecast;   $245   million,   the   bulk,   was   in   individual   income   tax.   The   
second   largest   amount   was   in   corporate   at   $81   million   for   those   two   
months.   The   one   thing   I   like   on   this   table,   you   can   actually   see   the   
forecast   as   the--   as   the   chronology   through--   through   the   time   period.   
The   far   left,   you'll   see,   is   the   original   certification   of   revenue   at   
the   end   of   the   session   when   we   finished   last   August.   That   was   our   
forecast.   In   October,   the   board   raised   the   number   by   $285   million.   
You'll   see   initially   on   the   revenue   growth   right   below   that,   that   last   
August,   the--   the   adjusted   rate   and   base   adjusted   revenue   growth   was   
minus   3   percent   at   the   time.   If   you   recall,   when   the   pandemic   first   
hit   and   we   were   talking   about   things   in   March   and   April   when   the   
pandemic   first   hit,   this   was   not   just   here   but   nationwide.   They   were   
looking   anywhere   from   10   to   15   to   20   percent   reduction   in   revenues.   
That   was   the   very   first   salvo   of   people   as   what   they   thought   the   
impact   would   be.   As   we   progress   into   October,   they   raised   the   forecast   
$285   million.   That   turned   into   a   1.4   percent   revenue   growth.   To   some   
extent,   we   were   starting   to   see   in   August   and   September,   already   in   
October,   revenues   were   exceeding   the   forecast.   February,   they   raised   
the   forecast   $204   million.   That   took   us   up   to   a   5.7   percent   rate   in   
base   adjusted   growth.   October,   they   raised   it   $90   million.   That   took   
the   full   growth   to   8   percent   and   we   finished   at   14.6   percent   average   
rate   and   base   adjusted   growth.   That   actually   is   the   highest   rate   and   
base   adjusted   revenue   growth   we've   had   since   I've   been   calculating   it   
since   '81-82.   So   we've   basically   started   15   months   ago   at   probably   
looking   at   what   we   thought   would   be   the   absolute   worst   rate   in   based   
revenue   growth   year   over   the   last   45   years   to   the   highest.   It's--   it's   
a   little   crazy.   Also   going--   going   back   on   that   historical,   page   9   has   
got   the   historical   revenues   and   you   can   see   the   rate,   the   chart   with   
the   rate   and   based   revenue   growth.   The   second   highest   was   12   percent   
in   '88-89,,   and   we   had   another   one   at   9.9   percent   in   '05-06.   
Individual   income   tax   was   18.6   percent   increase,   which   was   also   the   
45-year   high,   so   it's   very   extraordinary   here.   Let's   see.   One   thing   to   
note   on--   and   you   can   see   it   on   page   9,   and   it'll   hit   later   on   when   I   
cover   the   financial   status,   when   the   Forecast   Board   met   in   April,   they   
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did   the   '20-21   estimate,   '21-22,   and   '22-23.   The   board   won't   be   
meeting   again   until   October,   so   because   '20-21   came   in   much   higher,   
the   '21-22   and   '22-23   forecast   now   have   not   been   altered   yet.   So   
you'll   see   here   a   minus   4.8   percent   on   the   adjusted   revenue   growth.   I   
get   into   this   little   bit   on   the   financial   status,   but   that's   going   to   
be   kind   of   the   magic   question   as   we   get   in   later   on--   in   our   financial   
status.   

HUGHES:    So,   Tom,   these--   

TOM   BERGQUIST:    Yeah,   yeah,   if   there's   any   questions   at   any   time,   
please   stop   me.   

HUGHES:    Yeah,   these   projected   outside   of   '21   on   this   chart,   on   the   
bottom   of   the   page   9,   the   '22   and   the   '23   are   Forecasting   Board   
projections.   

TOM   BERGQUIST:    Right,   those   are   Forecasting   Board   projections--   

HUGHES:    And   they've   not   been   adjusted.   

TOM   BERGQUIST:    They've   been   adjusted   for   legislation   enacted   because   
they--   they--   the   bills   that   had   passed   during   the   session   hadn't   been   
in,   so   that's   always   an   adjustment.   There's   also   one   other   adjustment,   
and   we'll   see   that   in   a   little   bit,   but   we   also   adjust   those   two   years   
for   the   change   in   the   LB1107   credit--   

HUGHES:    OK.   

TOM   BERGQUIST:    --because   the   credit   amount   for   '21-22   is   based   on   the   
pri--   '20-21   actual   revenues.   It's   the   pri--   and   it's   the   prior   year   
number   plus   any   growth   above   3.5   percent.   

HUGHES:    Right.   

TOM   BERGQUIST:    So   when   '20-21   came   in   so   much   above   forecast,   that   
pushed   that   credit   up   $189   million   higher   than   what   we   had   originally   
been   thinking.   But   because   that   credit--   the   statute   says   it's   the   
prior   year,   we   know   that   that's   going   to   be   the   floor   for   the   next   
three   years   by   law,   so   it'll   set   the   credit   for   '21-22,   but   we   also   
know   for   '22-23   it's   going   to   stay   at   that--   at   a   minimum,   at   that   
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higher   level,   so   we've   already   factored   that   higher   credit   into   both   
of   those   numbers.   

HUGHES:    OK.   

LINEHAN:    Do   we--   do   we   on   these   charts   have   the   unadjusted   Nebraska   
Forecasting   Board   number?   

TOM   BERGQUIST:    Yes,   actually,   that's--   I'll   go   back   to   where   I   was   
going   to   go   next.   Somebody--   if   you   go   back   to   page   4,   we   used   to   
always   do,   on   the   financial   status,   the   rate   and   base   adjusted.   That   
gave   you--   it   gave   us   a   better   idea   of   what   was   happening   economicwise   
rather   than   just   purely   what   we   had   available   to   spend.   I've   started   
adding   line   33   on   there,   unadjusted   percent   change,   because   that   
credit   amount   has   gotten   so   large   and   it's   already--   in   the   credit   
amount,   I   mean,   we   could   have   a   $300   million   increase   in   the   credit   
amount   and   that   would--   that's   an   adjustment   in   the   rate   and   base   
adjusted   growth.   So   we   could   have   a   very   high   rate   and   base   adjusted   
revenue   growth   and   no   money   to   spend   if   it   all   went   through   the   
credits   because   that's   an   adjustment,   so--   

HILGERS:    So   line   33   is   a   new   line,   you   said--   

TOM   BERGQUIST:    That--   

HILGERS:    --unadjusted   percentage   change,   so   that   doesn't   account   for   
LB1107.   That   would   be   the   adjusted.   

TOM   BERGQUIST:    That--   this   is   just   the   pure   change   over   the   prior   year   
or   so.   In   terms   of   money   collected,   in   the   current   year,   we   collected   
20.6   percent   more   than   in   ‘19-20.   

HILGERS:    So   when   you   look   at   the   chart   on   page   9,   which   has   a   roughly,   
what   did   you   say,   5.5   percent   deep   decline--   

TOM   BERGQUIST:    Right--   

HILGERS:    --percentage-based   base   decline,   that's--   

TOM   BERGQUIST:    Right.   

HILGERS:    --an   adjusted   percentage--   
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TOM   BERGQUIST:    Right.   

HILGERS:    --whereas,   if   I   were   to   compare   the   unadjusted--   

TOM   BERGQUIST:    Right.   

HILGERS:    --for   '22-23,   it   would   be   5.1   percent   unadjusted.   

TOM   BERGQUIST:    Right.   So   like,   for   example,   the   20   percent,   that   20   
percent   increase,   that   in--   that   includes   the   $280   million   of   income   
tax   that   got   moved   from   '19-20   into   '20-21.   But   when   I   do   rate   base   
adjusted,   that   $280   million,   I   put   it   back   where   it   belongs   to   do   an   
adjusted   for   the   base   change.   

HILGERS:    Is   there--   is   there--   is   there   a   non--   is   there   a   dollar   
value   that's   tied   to   line   33,   an   unadjusted   dollar   value   that   just   
shows   net   receipts   without   any--   

TOM   BERGQUIST:    I   do   not   have   that.   But   to   a   great   extent,   that's   why   
you   have   a   minus   18   in   the   second   year,   in   '21-22,   the   first   part   
because   the   $280   million   goes   away.   That   was   a   one-time   shift   from   one   
year   to   another.   So   before   anything   ever   started,   we   were   going   to   go   
down   280   because   '20-21   was   artificially   high.   And   then   in   '21-22,   it   
gets   back   to   normal.   On   the   other   hand,   it   goes   down   more   than--   even   
more   because   the   property   tax   credit   under   LB1107   goes   from   $125   
million   to   $548   million.   That's   also   an   adjustment   in   the   rate   and   
base   adjusted,   but   has   a   real   impact,   obviously,   on   how   much   money   we   
have   collected.   That's   why   we   started   bringing   this   in,   because   to   
some   extent   you   didn't--   this   is   an   extraordinary   time   in   many   ways   
because   the   combination   of   the   income   tax   shift   and   the   big   change   in   
that   credit,   which   is   actually   an   adjustment   in   the   calculations   that   
caused--   there's   been   a   bit--   normally   your   rate   and   base   adjusted   and   
your   real   growth   are   pretty--   not   that   far   off.   Normally   there   aren't   
that   many   moving   parts.   This   time,   there's   just   all   kinds   of   moving   
parts   in   there.   

HUGHES:    Senator   Stinner.   

STINNER:    Just   for   your   purposes,   one   of   the   things   that   Tom   and   I   have   
talked   about   is   how   much   of   this   increase   in   revenue   is   due   to   
stimulus.   So   if   you   go   to   page   9,   our   average   five--   when   we   exceeded   
the--   the   average,   it   was   about   7.6   percent,   and   you   can   see   that   25   
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years   of   the   40,   we've   actually   been   over   the   norm,   if   you   will.   And   
then   if   you   do   the   rate   base   adjusted,   14.6   from   that,   there's   about   a   
7   percent.   So   if   you   took   the   7   percent   times   $6   million--   $6   billion   
or   $5--   $5.5   billion,   that   gives   you   a   dollar   amount   of   somewhere   
$350-   to   $400-and-some   million   that   is   really   due   to   stimulus,   or   at   
least   that's   what   we're   proposing.   Now   the   other   way   to   do   that   is   
obviously   take   the   4.5   to   5   percent   average   that   we   normally   have.   And   
the   reason   I'm   taking   the   high   side   is   I   think   agriculture   has   also   
been   in   this   mix   of--   of--   of   overages   as   it   relates   to   revenue   
growth.   So   those   are   two   things   that   we   need   to   talk   about   as   this   is   
of--   kind   of   almost   a   one-time   money   and   it   may   extend   over   a   two-,   
three-,   four-year   period   of   time.   So   as   we   take   a   look   at   legislation,   
whether   it   be   an   appropriation,   spend,   taxes,   etcetera,   we   need   to   be   
mindful   that   that's   kind   of   the   one-time   money   due   to   stimulus.   How   we   
spend   it,   how   we   allocate   it,   those   types   of   things   will   be   
discussions.   So   I   just   wanted   to   point   that   out.   I   think   it's   
significant.   And   obviously   there   is   a   cliff   effect   that   you've   seen   
just   in   these   numbers.   I   mean,   as   you   go   up   in   revenue   and   then   come   
back   down   to   normalcy,   there's   a   cliff   effect   there.   So--   

HILGERS:    Is--   

STINNER:    And   I   think   that's   what   Tom's   trying   to   demonstrate   too.   

HILGERS:    Mr.--   thank   you.   And   thank   you,   Senator   Stinner.   This   
question   for   Mr.--   Mr.   Bergquist,   but,   John,   if   you've   got   insight   
here,   so   if   I'm   hearing   you--   but   I   don't   know   if   I'm   hearing   you   say,   
but   just   correct   me,   that   the   delta   between   the   14.6   that   we've   got   on   
page   9   in   revenue   growth   and   the   delta   between   that   and   then   the   5.5   
percent   decrease   is   all   explained   by   the--   the--   well,   the   stimulus   
fading   away.   I'm   not--   I   don't   think   I'm   hearing   you   say   that,   but   
do--   is   that--   is   that   right?   

STINNER:    Our   normal   growth   was   20   percent.   You   get   the   14.6   by   taking   
the   280   out   plus   the   $125   million   that   we've   allocated   for   LB1107.   I   
believe   that's   the   biggest   numbers--   

TOM   BERGQUIST:    Well,   it--   

STINNER:    --that   correlate.   
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TOM   BERGQUIST:    Yeah.   At   this   point   in   time,   we   have   not--   I   mean,   
that--   when   I   say   that's   the   magic   question,   what's   going   to   happen   in   
July,   August,   September,   and   through   October   between   now   and   the   
Forecast   Board,   that's   what   we're   going   to   be   working   on,   is   taking   a   
look   at   what--   what   caused   this   big   increase,   how   much   of   that   is   
going   to   carry   forward,   how   much   of   that   is   one-time.   So   I--   I   want   to   
make   it   clear,   at   this   point   in   time,   we   still   don't   have   an   exact   
number   and   we   probably   never   will   have   an   exact   number.   I   think   what   
Senator   Stinner--   what   we   had   talked   about   is   just   right   now   almost   
the   back   of   the   envelope.   Can   we   at   least   try   to   look   at   maybe   the   
magnitude   of   what   this   is?   And   what   Senator   Stinner   was   talking   about,   
if   you   look   over   the   last   40   years,   25   of   those   40   years,   we've   had   
above-average   revenue   growth,   and   the   average   during   those   high   years   
is   7.6   percent.   This   was   an   all-time   high.   It   was   7   percent   higher   
than   even   that   average.   So   the   question   is--   to   me,   that's   almost   an   
outside   parameter   of   what   could   be   considered   as   possibly   a   one-time.   
I   mean,   it   gets   into   a--   it   gets   to   an   area.   We   know   a   bunch   of   this   
is   going   to   be   one-time.   I   mean,   it's   happening   at   the   fe--   at   other   
states.   It's   not   unique   to   us.   But   that's   going   to   be   the   real   
question   is   how   much   that--   that   does   carry   forward.   

HUGHES:    Senator   Hilgers.   

HILGERS:    [INAUDIBLE]   Thank   you.   But   just   so   I'm--   so   the--   the--   the   
projection   in   '22   is   set--   was   set   in   April   when   the   Forecasting   Board   
met.   Is   that   right?   

TOM   BERGQUIST:    Right.   

HILGERS:    And   then   the   '21,   the   14.6,   is   an   actual   for   '20-21.   And   so   
the   real   question   is,   between   April   and   October,   to   what   degree   the   
new   variables   and   information   we   have,   including   additional   stimulus,   
including   inflation,   I   presume,   the   rise   in   inflation,   what--   to   what   
degree   that   number   will   change.   I   mean,   I   think   it's   probably   
reasonable   to   expect,   given   at   least   those   two   factors,   that   that   
number,   the   5.8,   5.5,   it's   got   to   go   up   to   some   degree,   I   would   
assume.   

TOM   BERGQUIST:    Well,   and   that--   that   becomes--   again,   that's   the   magic   
question.   And   in   reality,   we   were   $379   million   above   the   April   
forecast   for   '20-21.   The   number   for   the   next   two   years   are   still   at   
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that   April   forecast.   So   the   real   question   is,   of   this   plus   379,   how   
much   is   going   to   carry   forward?   The   current   financial   status,   as   we   
show   here,   basically   says   none   of   that   379   is   going   to   carry   forward   
because   we're   still   using   the   April   forecast   for   those   two   years.   
That's--   that's   probably   not   what's   going   to   happen,   but   that's   in   
essence   what's   kind   of   showing   up   in   the   current   status.   

STINNER:    And   I--   I   think,   to   maybe   answer   your   question,   if   you   looked   
at   the   financial   status   we're   in   a--   a   minus   101.   So   we--   we   left   sine   
die   plus   27.   We're   now   $100   million   behind   the   3   percent.   My--   I'm   
going   to   speculate   on   this.   Forecasting   Board   will   meet   in   October.   
Hopefully   they'll   adjust   that   up   and   then--   then   they'll   be   a   positive   
again.   So   what   you're   seeing   here   in   those   comparisons   are   what   the   
Forecasting   Board   put   together,   so   they   are   artificially   low   when   
comparing   it   to   actuals.   

HILGERS:    Actuals,   yep,   I'm   with   you,   John.   Thank   you.   Yep.   

STINNER:    And   be   careful   when   you   look   at   some   of   this   stuff,   too.   They   
deduct   of   $548   million   of   LB1107   is   a   direct   deduct   out   of   revenue,   so   
that   will   have   a   material   impact.   And   I'm   saying   material   impact,   
meaning   that   $540---   $548   million   times   two   is   over   a   billion   dollars   
of   impact   on   your   revenue   for   the   next   biennium,   and   that   was   put   in   
place   by   LB1107,   so.   

TOM   BERGQUIST:    One   thing   I   was   looking   at   this   morning   was   state   
personal   income   from   the   Bureau   of   Economic   Analysis   at   the   national   
level,   at   the   state   level.   And   first   quarter   of   2021   compared   to   first   
quarter   of   2020,   state   personal   income   was   up   17   percent,   which   when   
you   start   talking   about   an   18   percent   in   state   income   tax,   aha,   that's   
where   it   is.   The   problem   is,   if   I   take   out   transfer   payments,   which   
are   included   in   state   personal   income,   my   growth   in   state   personal   
income,   first   quarter   to   first   quarter,   was   4.5   percent.   Almost   all   of   
that   17   percent   increase   was   transfer   payments   from   the   feds,   which   
would   be   all   of   the--   the   stimulus   checks   and   things   like   that.   The   
other   interesting   part,   which   doesn't   show   up   in   personal   income,   you   
know,   most   of   the   time,   you   have   to   have   personal   incomes,   quote,   
state   personal   income,   to   get   income   tax.   The   only   thing   that   is   
taxed--   and   a   lot   of   that   income   isn't   taxed,   so   we   know   a   lot   of   that   
transfer   payments   is   not   going   to   be   taxed   because   it's   exempt.   The   
flip   side   is   capital   gains   is   taxed,   but   it's   not   reported   as   state   
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personal   income.   So   that's--   the   other   question   is   going   to   be   how   
much   of   that   18.6   rate   and   base   of   income   tax   is   extraordinary   capital   
gains.   Scary   part   about   that,   and   I   don't   know,   Tony,   when   we   might   
get   the   takes,   the   IRS   takes.   All   of   our   data   starts   at   federally   
adjusted   gross   income,   so   how   much   of   that   FAGI   is   capital   gains,   we   
end   up   having   to   get   off   the   IRS   takes,   which   we   probably--   

TONY   FULTON:    Late   September.   

TOM   BERGQUIST:    Yeah,   late   September,   so   [LAUGH]   that's   the   other   wild   
card   we're   going   to   have   in   there.   

HUGHES:    Senator   Linehan.   

TOM   BERGQUIST:    I'm   sorry.   

LINEHAN:    Yeah,   I   understand   why   on   page   9--   I   think   I   understand   why   
you   took   out   the   income   tax.   I   don't   understand   why   you   take   out   
LB1107.   We--   we   get   the   revenue.   This--   this   number   is   supposed   to   be   
how   much   revenue--   

TOM   BERGQUIST:    Well,   we--   

LINEHAN:    --comes   to   us,   right?   

TOM   BERGQUIST:    Right,   but   we   refund   it   back.   

LINEHAN:    Well,   I   realize   that.   I   know   how   it   works.   But   this   number   is   
supposed   to   represent   how   much   revenue   comes   in,   right?   

TOM   BERGQUIST:    Net--   net   after   refunds   and   credits.   

LINEHAN:    Well,   then   wouldn't   we   have   to   net   out   every   refund   and   
credit   we   do?   

TOM   BERGQUIST:    No.   

LINEHAN:    Why   is   it   just   the   LB1107,   the   property   tax   credit?   

TOM   BERGQUIST:    Because   only   LB1107   is   subtracted   off   your   income   tax   
statement.   

LINEHAN:    But   this--   OK.   
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TOM   BERGQUIST:    That--   that--   the   reason   that's   treated   differently   
here   is   because   it   is   different   than   all   the   other   credits.   Now   other   
credits   in   the   income   tax   are   netted   out   of   that.   If   you   increase   the   
earned   income   tax   credit,   that   will   be--   that   would   be   subtracted   out   
and   would   show--   would   be   a   reduction   in   revenue.   All   the   other   
credits,   Nebraska   Advantage   Act,   ImagiNE   Nebraska,   they're--   they're   
subtracted   out   also,   so   those   are   all   subtracted   out   of   revenues.   

LINEHAN:    So   this   4.8   that   you   have   down,   so   you're   taking   in   the--   the   
LB1107   comes   out   of   there.   

TOM   BERGQUIST:    Yeah.   

LINEHAN:    So--   which   is,   what,   $500   million,   $560--   

TOM   BERGQUIST:    548.   

LINEHAN:    --$548   million.   

TOM   BERGQUIST:    And   the   previous   year   was   125.   

LINEHAN:    Yeah,   I   know.   So   you're   saying   that   we're   going   to   drop   
down--   that   will   push   is   down   below   what   we   got   in   2018-19   income   
taxes   or   tax   revenue?   

TOM   BERGQUIST:    Well,   yes.   Now   also   understand,   the   $5,959,000,000   in   
'21,   OK,   so   you--   

LINEHAN:    Did   you   take   your--   

TOM   BERGQUIST:    Yeah,   '19-20   is   actually   $280   million   too   low.   

LINEHAN:    I'm   sorry,   say   that   again.   

TOM   BERGQUIST:   ‘ 19-20,   the   $4,939,000,000,   that's   $280   million   too   low   
because   that   got   shifted   into   the   next   year.   

LINEHAN:    Right.   OK,   following   you.   

TOM   BERGQUIST:    ‘20-21   is   $280   million   too   high.   

LINEHAN:    Right.   So   why   would   we   get   less?   Are   you   saying   we're   going   
to   get   less   revenue   in   '21-22,   or   the   Forecasting   Board   is,   than   we   
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got   in   the   year   of   the   pandemic,   even   though   we   didn't   take   all   the   
income   taxes?   

TOM   BERGQUIST:    Yeah,   because   also   understand   that   in   the   '19-20   
number,   that   $4,939,000,000,   there   was   no   LB1107   credit;   '20-21   was   
$125   million   less;   and   '21-22   will   be   $548   million   less.   So,   yeah,   a   
lot   of   the   revenue   growth   is   going   to   disappear   through   the   higher   
credit.   That's   why   that   number   goes   down   significantly.   

HUGHES:    Senator   Hilgers.   

HILGERS:    I   might--   when--   I   know--   I   think   you've   put   together   the   
same   chart,   which   I   think   is   very   helpful   on   page   9,   but   I   might   
recommend   in   November   some   sort   of   notation   or   something,   because   even   
though   the   methodology   I   hear   you   used   similar   or   maybe   is   the   same   
from   '82   to   today   because   the   credits   are--   are   backed   out   of   General   
Revenue.   I   understand   that   point,   but   given   LB1107   is   sort   of   a   
magnitude   more   material   than   maybe   some   other   tax   credits,   but   not   
including   it   or   somehow   accounting   for   it   here   doesn't--   it   feels   a   
little--   and   I'm   going   to   use   the   word   "misleading,"   but   it's   not   
meant   to   be   pejorative.   I'm   just--   you   read   this   and   it   tells   you   
something   that   I   don't   think   it's   intended   to   tell   me,   at   least--   

TOM   BERGQUIST:    No.   

HILGERS:    --which   is   we're--   our   revenues   really   are   going   to   go--   
which   implies   maybe   some   really   serious,   significant   economic   change,   
but   in   reality   what   changed   in   large   part   here   is   then   LB1107--   
enactment   of   LB1107.   

TOM   BERGQUIST:    Right,   and   that's   why   those   rate   and   based   adjusted   
growth   adjust   for   that.   

HILGERS:    No,   I   guess   my   point   is--   

TOM   BERGQUIST:    Right.   

HILGERS:    You're   adjusting   for   it.   I   guess   my   point   is   what   I'm--   what   
I--   when   I   read   this   chart,   you're   saying   it   adjusts   for--   I   get   that   
it's   adjusted.   I'm   not   saying   the   numbers   are   wrong.   

TOM   BERGQUIST:    Right.   
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HILGERS:    What   I'm   saying   is,   if   you're   reading   this,   I   don't   think   you   
would   fully   appreciate   that   that   data--   that   that   adjustment   is   that   
large.   You   read   this   chart   and   you   think,   well,   this--   the   same   
methodology   from   '82   to   2022,   whereas   in   reality   the   LB1107   applied   
that   methodology   in   a   way   that   creates   a   material   difference   that   if   
it's   not   accounted   for,   I   feel   it--   it   is--   

TOM   BERGQUIST:    And--   

HILGERS:    --it   is   not   necessarily   an   accurate   reflection   of   what   I   
think   this   chart   tends   to   convey,   or   it   leaves   a   different   impression.   
Do   you   follow   me?   

TOM   BERGQUIST:    Well,   it--   the   rate   and   base   adjusted   is   trying   to   get   
to   that   real   number.   If   I   go   from   $125   million   to   $548   million,   from   
one   year   to   the   next   in   the   credit,   when   I   make   the   adjustment,   I   
actually   add   both   of   those   amounts   back   to   the   number   to   calculate   
because   I   could   have   a   $500--   a   $400   million   increase   in   revenues   and   
then   the   credit   goes   from   125   to   548,   so   it   looks   like   I've   got   
absolutely   no   increase   in   revenues.   And   for   spending   purposes,   I   have   
absolutely   no   increase   in   revenues,   but   that   would   imply   that,   well,   
gee,   the   economy's   bad   because   they're   zero   percent.   I   might   have   had   
a   4   percent   growth   inside   of   there.   I   just   lost   all   the   revenues   
because   the   credit   went   up   statutorily.   That's   why   we   do   rate   and   base   
adjusted,   be--   so   we   don't   hide   the   economic   aspect   behind   what   I   call   
the   manmade   things.   It's   not   just   the   credit   amount.   That's   by   far   the   
largest,   but   there's   all--   there's   probably   a   dozen   other   bills   that   
go   in   there   that   we   lowered--   it's--   the--   the   Social   Security   one's   
going   to   be,   the   military   retirement   one,   all   of   those   things,   I   call   
those   as   manmade.   So   revenue   went   down,   but   the   real   growth,   the   
underlying   revenue   growth   due   to   economic   conditions,   would   be   higher   
because   we   basically,   manmade,   took   it   away.   That's   what   the   rate   and   
base   adjusted   is   supposed   to   get   to,   what's   what's   really   going   on   
inside   the   economics.   

HILGERS:    I   guess   I   hear   you.   I   guess   the   difference   between   a   tax   cut   
is   that   we--   those   dollars   never   come   in,   where   we're   talking--   I   
mean,   understand   the   credit   concept   that   you   were   dialoguing   about   
with   Senator   Linehan,   but   at   least   LB1107   seem   to   operate   
differently--   
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TOM   BERGQUIST:    It   absolutely   operates   differently.   

HILGERS:    --than   the--   than   military   retirement.   And   I   guess   when   I'm   
looking   at   this   chart--   

TOM   BERGQUIST:    No,   not   from   that   standpoint,   it   doesn't.   It's   all   a   
reduction   off   of   income   tax,   and   it   shows   up/   And   we   can't   point   to   
that   dollar   amount.   It   will   show   up   as   either   higher   refunds   or   it   
could   be   lower   final   payments,   because   you   claim   the   credit   at   the   
time   you   file   your   income   tax   return.   So   let's   say   I   get   a   $500   
credit.   I--   if   I   owed   $1,500   in   state   income   tax   and   I   claim   my   $500   
credit,   I   still   make   a   $1,000   payment   in   my   income   tax   return,   so   that   
$500   credit   will   actually   show   up   as   lower   final   payments.   

HILGERS:    But   in   that   case,   we   know   the   precise   number   of   the   dollars   
of   the   credits   that   are   being   claimed   versus   some   reduction   in,   say,   
military   retirement   taxes.   We--   we--   we   sort   of   know   that   it   might   
lower   tax   revenue,   but   we--   we--   it's   not   as   if   we   have   a   credit   we   
can   point   to   and   say   this   is   the--   I   mean,   they   do   operate   
differently.   

TOM   BERGQUIST:    Well,   yeah,   I   mean,   that   would   show   up   when   we   exempt--   
that   would   show   up   as   lower   withholding   tax,   probably.   

HILGERS:    Yeah.   

TOM   BERGQUIST:    I--   I--   

HILGERS:    I   guess--   so   let   me   ask   you   a   different   question.   LB1107--   

TOM   BERGQUIST:    It's--   it's--   

HILGERS:    --wasn't   there   when--   it   wouldn't--   I'm   not--   the   way   that   I   
read   this   chart,   LB1107   was--   wasn't   there   a   5.5--   that   5.5   percent   
reduction   wouldn't   be   there.   It   would   be   somewhat   higher,   right?   

TOM   BERGQUIST:    No,   because   that--   where   it   shows   a   minus   4.8   on   page   
9--   

HILGERS:    Four-point-eight,   yeah.   
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TOM   BERGQUIST:    That's   adjusted.   That   takes   out   the   impact   of   the   
credit   changing.   If   the   credit   wasn't   there,   we   still   would   show   a   
minus   4.8,   because   that's   rate   and   base   adjustment.   

HILGERS:    So   that's   out,   OK.   OK.   

TOM   BERGQUIST:    What   would   change   a   lot   is,   if   I   go   back   to   page   4,   
that   unadjusted   pure   percent   change,   because   that's   totally   
unadjusted.   So   if   I   didn't   have   the   credit   and   my   number   went   up   $400   
million,   that   minus   18   would   be   more   like   minus   10.   

HILGERS:    OK.   

TOM   BERGQUIST:    That--   that's   the   difference   between   the   two,   so   the   
rate   and   base   adjustment   is   trying   to   get--   exclude   all   of   the   
different--   I   call   it   the   manmade   things   and   what's   really   going   in   
the   underlying   revenue   growth.   And   when   I   go   backwards,   I   mean,   
there's   probably   25   different   items   that   are   adjusted   that   you   have   to   
compare   one   year   to   the   next.   It   gets--   it   gets   complicated.   

HILGERS:    Yeah,   I   follow.   

HUGHES:    Moving   on.   

TOM   BERGQUIST:    Down--   

HUGHES:    We   kind   of   got   in   the   weeds   there   for   a   little   bit.   

TOM   BERGQUIST:    No,   that's--   that's   fine,   because   it   is   pretty   weedy   in   
that   and   all   that   stuff.   Page   5,   I'll   just   kind   of   walk   you   through   
briefly   on   the   change   in   the   financial   status.   The   very   top,   line   1,   
that's   where   we   were   on   sine   die.   Now   when--   when   you   look   at   the   FY   
'22   and   FY   '23   biennium,   those   amounts   are   the   sum   of   both   years,   so   
you'll   see   in   line   three   we   get   th--   plus   $379   million.   That's   how   
much   two--   '01-02--   excuse   me,   2021   one   was   above   forecast,   so   that   
was   the   positive.   If   you   go   to   line   6,   based   on   all   the   calculations,   
$189   million   of   that   goes   to   the   Cash   Reserve   Fund.   The   other   half   
goes   to   the   property   tax,   the   LB1107   credit.   That's   in   line   8.   Now   the   
reason   you'll   see   that   is--   the   379   is,   not   only   does   it   raise   the   
'21-22   credit   by   $189   million;   it   also   raises   the   '22-23   credit   by   
$189   million.   That's   why   you   see   the   379   is   because   the   first   year   is   
paid   for   by   the   higher   revenues.   We   got   379;   189   goes   to   the   Cash   
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Reserve   Fund;   189   goes   to   the   credit.   It's   all   a   wash.   Where   the   
negative   comes   into   play   is   that   also--   because   it's   the   prior   year   
plus,   that   without   anything   we   know   that   the   credit   for   '22-23   is   now   
going   to   be,   at   an   absolute   minimum,   $458   million.   Regardless   of   what   
happens   to   the   forecast,   we   know   that's   what   the   credit   is   going   to   
be.   So   that--   that's   why   that   number   shows   us   379.   That's   basically   
two   years'   worth   of   that   credit   amount.   That   would   have   put   us   even   
lower,   as   a   negative,   but   at   the   end   of   the   biennium,   and   you'll   see   
on   line   10,   I'm   adding   back   $70   million.   We   assume   100   percent   
expenditure   of   all   General   Fund   appropriations   dur--   throughout   the   
biennium.   When   the   fiscal   year   is   completed,   any   of   the--   all   the   
unencumbered   and   unexpended   money   lapses   and   expires.   We   don't   know   
the   number   right   now   because   agencies   have   until   the   end   of   August   to   
certify   encumbrances.   The   $70   million   is   an   estimate,   my   estimate   of   
how   much   I   think   that   we   will   lapse   at   the   end   of   the   time   period.   

HUGHES:    Is   that--   

TOM   BERGQUIST:    It--   

HUGHES:    --kind   of   a   normal   number--   

TOM   BERGQUIST:    Yeah.   

HUGHES:    --or   higher   or   lower   than   the   usual?   

TOM   BERGQUIST:    Pretty--   pretty   normal.   

HUGHES:    OK.   

TOM   BERGQUIST:    I   mentioned   to   Senator   Stinner   it's   a   substantial   
amount   of   money,   but   you're   talking   about   how   much   at   the   end   of   the   
two-year   biennium,   so   that   $70   million   is   about   0.65   percent   of   our   
two-year   appropriation.   So   when   you   look   at   it,   it's   a   substantial   
amount   of   money,   but   that's   very--   a   relatively   small   percentage.   In   
essence,   we   use   99.4   percent   of--   of   the   budgeted   amount.   That   takes   
us   back   to   the   101   number.   As   Senator   Stinner   indicated,   that   could   
get   taken   care   of   in   October   when   the   Forecast   Board   meets.   The   
Forecast   Board   could   come   in   in   October   and   say,   I'm   going   to   raise   
the   '21-22   and   '22-23   numbers   by   $50   million.   Only   50   of   that   379   is   
going   to   carry   forward.   That's   $100   million   over   the   two-year   period   
and   we're   basically   balanced.   So   there's   a   lot   that   can   happen   between   
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now   and   then.   We   also   have   mid-biennium   adjustments   coming   in.   So   far,   
I   haven't   heard   of   any   big   surprises,   but   we'll   have   to   wait   and   see.   
But   make   a   long   story   short,   we're   in   very   good   shape   still.   You   
actually--   if   you   look   on   page   4,   on   line--   God,   they   made   them   so   
small,   it's   hard   to   see--   34,   the   ongoing   revenues   versus   
appropriations,   it   looks   like   we   almost   have--   like   we're   about   a   
negative   $184   million   structural   balance.   If   you   go   out   to   '04   and   
'05,   you'll   see   it   goes   back   to   a   plus   108.   The   reason   that   happens   
is,   if   you   go   to   page   5,   the   first   note   under   the   LB1107   credit,   based   
on   our   forecast,   it   goes   to   548;   it's   projected   to   go   to   624   in   
'23-24,   and   then   by   statute   it   comes   back   to   the   statutorily   level   of   
375.   So   if   you're   looking   at   that   line   34,   that   structural   balance,   
and   wonder   why   did   it   all   of   a   sudden   go   from   one   to   the   other,   that's   
when   the   credit   comes   back.   I'm   just   throwing   that   out   because   that   
might   be   an   issue   by   the   time   we   get   to   that   point   in   the   next--   a   
year   from   now,   we'll   be   starting   on   that   '24-25   biennial   budget,   so.   
The   other   thing   I   would   point,   the   Cash   Reserve   fund   is   up   at   $997   
million,   so   that's--   that's   a   record   high   of   both   dollars   and   in   
percentages.   

LINEHAN:    So   the   way--   can   I   ask   a   question,   Mr.   Chair?   

HUGHES:    Sure.   

LINEHAN:    So   the   way   LB1107   was   written,   let's   just   pretend--   let's   
also   talk   about   the   unexpected.   We're   way   up   again   because   we   do   have   
federal   stimulus   dollars,   child   tax   credits,   farm   payments.   All   that's   
up,   so   what   happens   at   the   end   of   the   next   year   if   we're   up   above   
again?   Does   the   LB1107   increase?   It's   the   same   thing   that's--   we're   
above   3.5   percent,   so   does   more   go   into   the   tax   credit   and   the   rest   of   
it   goes   into   the   rainy-day   fund?   

TOM   BERGQUIST:    Yeah.   It   actually   would   all   go   into   the   tax   credit   
because   the   next   time   we're   act--   the   Cash   Reserve   Fund   is   actually   
above   $500   million,   so   it's   only   split   between   the   two   if   it's   below   
$500   million   the   next   time.   

LINEHAN:    So--   

TOM   BERGQUIST:    Now--   
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LINEHAN:    --shouldn't   we   run   a   scenario   that   says   our   revenues   are   up   
again   significantly   so   we   can   see--   because   that's   what   we   clearly   
didn't   do   last   time   when   we   did   LB1107.   I   don't   remember--   the   fiscal   
note   was--   didn't   ever   talk   about   any   possibility   of   this   being   a   
situation.   

TOM   BERGQUIST:    No,   because   when   we   first   did   the   bill,   we   were   all   on   
the   point   where   we   thought   the   revenue   was   going   to   be   negative   or   
virtually   zero.   

LINEHAN:    Right.   I   know,   and   I   know   that's   why--   

TOM   BERGQUIST:    Yeah,   it's--   

LINEHAN:    --the   way   it   was   written,   so--   but   we   should   have   hindsight   
now.  

TOM   BERGQUIST:    What's   that?   

LINEHAN:    Probably--   probably   should   have,   with   hindsight,   done   a   
forecast   where   the   revenues   were   up.   

TOM   BERGQUIST:    Well,   we--   we   wouldn't   have   been   able   to   do   a   forecast   
because   none   of   the   forecasts   showed   that.   We   would   have   had   to   done   
an   example.   

LINEHAN:    OK.   

TOM   BERGQUIST:    Yeah.   

LINEHAN:    Maybe   I'm   using   the   wrong   words,   but   it   seems   like   we   should   
do   an   example   now,   maybe   even   before   our   November   meeting,   what   
happens   if   next   year   revenues   are   up   10   percent.   

TOM   BERGQUIST:    Well,   we   will   actually   have   two   things.   We   will   
actually   have   a   forecast   in   October,   so   the   Forecast   Board   will   do   a   
forecast.   The   second   part   is,   yes,   we   have   a   lot   of   additional   money   
come   in   through   ARPA.   ARPA,   in   terms   of   some   things,   ARPA   is   actually   
significantly   less   than   the   CARES   Act.   In   terms   of   stimulus,   there   is   
no   $3.3   billion   that   Nebraska   got   for   the   PPP   situation.   So   all   of   the   
CARES   Act   money   is   already   in   that   high   number,   so   10   percent   on   top   
of   that   high   number   would   be   that   ARPA   is   adding--   
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LINEHAN:    It   wouldn't   hurt   just   to   know,   Tom,   just   to   know.   Why--   why   
would   it   hurt   to   know?   

TOM   BERGQUIST:    I   can   run   it   if   it   says   it's   10   percent   more.   

LINEHAN:    OK.   

TOM   BERGQUIST:    Now   the   question   is,   is   that--   I'm   not   sure   what   that   
would   produce.   I   do   not   see   a   10   percent.   I   mean,   here   is   the   issue.   
Yes,   last   July,   when   we--   everybody   thought   that   it   was   going   to   be   
negative   numbers,   that   '20-21   was   going   to   be   a   bad,   bad   year,   I   was--   
said   to   somebody,   if   I   were   to   run   a   scenario   that   we   were   going   to   
have   a   20   percent   increase   in   revenues   last   July,   they   would   have   
probably   made   me   go   home.   That   was   such   a--   that   was   not   even   in   
anybody's   thought   process   that   we   would   have   this   high   level.   Now   I   
can   run   it   and   say,   what   happens   if   revenues   go   up   20   percent   next   
year?   And,   yeah,   I   mean--   

STINNER:    Well,   we'll   run   an   example.   

TOM   BERGQUIST:    --the   credit   would   go   to   $800   million.   

STINNER:    We'll   run   an   example   that'll   take   it   4.5   to   5.5--   

LINEHAN:    Good.   Thank   you.   

STINNER:    --so   incrementally   you   can   see--   

LINEHAN:    What   we're   [INAUDIBLE]   

STINNER:    --if   revenue   goes   up   by   over   that   3.5,   how,   in   fact,   the   tax   
credit--   we   can   do   that.   Is   that--   

TOM   BERGQUIST:    Well,   it--   OK.   I   mean,   I   already   have   the   credit   going   
up--  

STINNER:    Two--   

LINEHAN:    Current   law.   

TOM   BERGQUIST:    --to   600   million   because--   

___________________:    Yeah.   

18   of   23   



Transcript   Prepared   by   Clerk   of   the   Legislature   Transcribers   Office   
Tax   Rate   Review   Committee   July   22,   2021   
Rough   Draft   
  

Does   not   include   written   testimony   submitted   prior   to   the   public   hearing   per   our   COVID-19   
response   protocol   
  
TOM   BERGQUIST:    --'21-22,   the   way   the   credit   works,   it's   a   pure   
percentage.   

STINNER:    That's   good.   

TOM   BERGQUIST:    We're   going   to   go   down   10   percent   just   because   of   the   
$280   million   disappears;   '21-22   is   not   going   to   trigger   an   increase   in   
credit   in   '23,   the   next   year.   

STINNER:    I   understand.   

TOM   BERGQUIST:    The   question   would   be   the   third   year.   

HILGERS:    But   we   could   run   the   scenarios.   

TOM   BERGQUIST:    OK,   yes,   we   can.   

LINEHAN:    I   have   a   couple   of   questions.   

HUGHES:    Sure,   go   ahead.   

LINEHAN:    But   if--   

HUGHES:    Are--   are   you   finished,   Tom,   going   through   this?   

TOM   BERGQUIST:    Yeah,   I   am--   I'm--   I'm   just   here   to   answer   questions   at   
this   point.   

HUGHES:    OK.   Senator   Linehan.   

LINEHAN:    OK.   On   the   page   12,   state   aid   to   schools,   from   everything   
I've   read,   I   don't--   I   know   OPS,   Lincoln,   Columbus,   everybody's--   
everybody's   talking   about   10   and   20   percent   increases   in   valuations   
and   ag,   between   corn   being,   what,   six   bucks   a   bushel   now   and   soybeans   
14   bucks   a   bushel,   and   the   Biden   administration   saw   fit   to   increase   
CRP   payments   by   about   60,   70   percent,   I--   I   don't   see   how   you   think   ag   
is   going   to   drop   in   value.   

TOM   BERGQUIST:    That   has   been   the   historical   trend   and   we   haven't--   the   
numbers   for   those   years,   we   don't   have   anything   yet   from   DPAD.   
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LINEHAN:    But   even   if--   if   ag   dropped,   I   mean,   so   few   of   the   ag   schools   
that   are   heavily   dependent   on   ag   get   any   TEEOSA   aid.   I   just   don't   know   
how   you   think   TEEOSA--   

TOM   BERGQUIST:    Right,   and   that's   why   it   doesn't   really   affect   it.   
That's--   that's   the   assumption   that   we   use   in   the   evaluations.   Now   how   
that   translates   through   the   formula,   you're   right,   it   probably   doesn't   
have   that   big   of   an   impact.   

LINEHAN:    So   haven't   we--   for   the   last   two   consecutive   years,   actually,   
TEEOSA   aid   has   dropped,   has   it   not?   

TOM   BERGQUIST:    Yes.   

LINEHAN:    So   when   did--   since   valuations   are   still   going   up   and   the   
ag--   ag   properties,   generally   schools   in   those   are   not   equalized,   
wouldn't   we   again   probably   see   a   drop   in   TEEOSA   aid?   

TOM   BERGQUIST:    Yeah,   I   mean,   I'm   not   showing   very   much.   

LINEHAN:    Well,   it's   80--   it's   like   $80   million   over   the   biennium.   

TOM   BERGQUIST:    Well,   yeah,   so   I'm   showing   about   a   4   percent.   
Spending--   if   spending   grows   at   the   same   rate   as   the   valuations,   then   
you'd   end   up   about   the   same   percentage   growth   in   TEEOSA.   It's--   

LINEHAN:    No,   because   their--   their   local   effort   rate   will   increase.   

TOM   BERGQUIST:    No,   the   local   effort   rate   stays   the   same.   

LINEHAN:    If   their   valuations--   

TOM   BERGQUIST:    Yield   from   local   effort   rate,   if   my   valuation   grows   at   
4   percent,   my   yield   from   local   effort   rate   grows   at   4   percent.   If   my   
spending   grows   at   4   percent,   my   GFOE   grows   at   4   percent,   my   yield   from   
local   effort   rate   grows   at   4   percent,   all   other   receipts   grow   at   4   
percent,   my   TEEOSA   aid   grows   at   4   percent.   

LINEHAN:    So   why   have   we   not--   why--   why   has   TEEOSA   dropped   the   last   
two   consecutive   years?   
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TOM   BERGQUIST:    Because   spending   growth   has   actually   been   lower   than   
the   valuation.   Those   are   actual   numbers.   For   projecting,   I   didn't--   
I'm   not   projecting   a   significant   difference   between   the   two   in   our   
estimate   for   the   next   two   years.   

LINEHAN:    OK.   

TOM   BERGQUIST:    Previous   ones   were   all   based   on   actuals.   

LINEHAN:    And   then   I   would   have   the   opposite   kind   of   question   about   the   
homestead   exemption.   Didn't   we   have   to   increase   it   by   5   percent   last   
year?   That   was   an   adjustment   in   the   biennium.   

TOM   BERGQUIST:    Um-hum.   

LINEHAN:    Didn't   we   have   to--   wouldn't   it   go   from   $95   million   to   over   
$100   million?   

TOM   BERGQUIST:    Right.   And   again,   that's   an   actual,   based   on   re--   stuff   
that   was   reported.   We   had   years   bef--   before   that   where   it   was   zero.   
OK.   

LINEHAN:    But--   but   a   lot   of   the   residential,   and   obviously   in   the   
suburban   and   urban   areas,   is   going   up,   so   wouldn't   we   expect   that   
would   go   up   again?   I   mean,   what   I'm   seeing   is   that   [INAUDIBLE]   20   
percent.   

TOM   BERGQUIST:    It   could   go   up.   In   most   cases,   you   also   have   the   number   
of   people   that   are   eligible   for   homestead   exemption.   That's   a--   that's   
the   other   wildcard.   

LINEHAN:    OK.   

TOM   BERGQUIST:    I's   not--   the   growth   in   homestead   isn't   just   the   change   
in   valuation,   then   that   affects   the   valuation.   The   levy   also   changes.   

LINEHAN:    So   you   don't   think   we'll   see   over   a   3.5   percent   increase   in   
the   homestead   exemption   next   year.   

TOM   BERGQUIST:    Right.   I   mean,   and   you   get   a   valuation   up   to   a   maximum   
level   of   value,   or   a   percentage.   So,   I   mean,   if   the   levy   actually   
drops,   my   homestead   exemption   value   could   actually--   my   homestead   
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exemption   could   actually   go   down.   You   could   actually   have   less   people   
that   get   homestead   exemption   if   my   income   gets   above   the   threshold,   so   
there's   a   lots   of   different   things   on   homestead.   Homestead's   hard   to   
predict,   I   would   guess.   

TONY   FULTON:    Yeah.   

TOM   BERGQUIST:    Commissioner   Fulton   would   probably   agree.   

LINEHAN:    OK.   

HUGHES:    OK,   any   other   questions   from   the   committee?   

HILGERS:    I--   I   just   have   one.   

HUGHES:    Senator   Hilgers.   

HILGERS:    Just   in   your   summary,   Tom,   I   did   see--   or,   Mr.   Bergquist--   
I'm   sorry.   On   the   top,   I   just   get   a   statement   about   the   financial   
situation   deteriorating.   I   just--   I   was   wondering   if   you   could   
elaborate   a   little   bit   more   on   that.   Is   that   just   the--   

TOM   BERGQUIST:    Well,   officially,   we   went   from--   

HILGERS:    --stimulus   going   down?   

TOM   BERGQUIST:    Officially,   we   went   from   a   $27   million   above   the   
minimum   reserve   to   $101   million   below.   That's--   that's   the--   
officially,   on   the   status,   that's   where   our   financial   situation--   

HILGERS:    Got   it,   OK.   

TOM   BERGQUIST:    --declined.   

HILGERS:    Got   it.   

TOM   BERGQUIST:    The   statement,   it's--   it's   very--   there   are   so   many   
different   moving   parts   that   things   don't--   aren't--   they   don't   appear   
sometimes   to   be--   one   of   the   questions   is,   how   can   you   be   $379   million   
above   the   minimum   reserve   yet   your   financial   status   goes   down?   That--   
that   is   not   intuitive.   It   makes--   doesn't   make   any   sense   at   all.   But   
the   different   parts   and   the   way   they   fit   in   and   following   the   
statutory   provisions,   that's   the   way   it--   it   works   out.   
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HILGERS:    I'm   with   you.   Thank   you.   

HUGHES:    Any   additional   questions?   OK,   then   I'll   ask,   are   there   any   
motions   that   would--   the   committee   would   like   to   make   to   recommend   to   
petition   the   Governor   to   call   a   special   session   to   adjust   tax   rates?   

TONY   FULTON:    No,   no.   

HUGHES:    I   hear   none.   With   that,   I   believe   we   need   a   motion   to   adjourn.   

LINEHAN:    So   moved.   

HILGERS:    Second.   

HUGHES:    All   in   favor?   

LINEHAN:    Aye.   

HUGHES:    We   are   adjourned.   Thank   you,   everybody,   for   coming.   

___________________:    Thank   you.   

TOM   BERGQUIST:    Thank   you.   

STINNER:    Thank   you.     
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