Na'rch 13, 1989 LB 140

SPEAKER BARRETT: Thank you. Senator Hall, followed by Senator
Hefner.

SENATOR HALL: Thank you, Nr. President, and nmenbers. Again,
this issue was addressed in both the bill that Senator \ehrbein
brought, in 'LB 535, and Senator Schmit's LB 629 this year. |n
both cases, the Revenue Departnment opposed the measures. The
conm ttee voted unanimously to indefinitely postpone both of the
bills, and there was, basically, a snmall group of supporters who
I guess through no fault of their own justlywere found to be
left in this situation. They don't happen to be your
run-of -the-mll type of investors. These folks who invest in
t ax-exenpt nuni bonds are fairly sophisticated individuals,
which means that they understand how the systemworks, gand they
usual Iy have enough nmoney, and | say, usually, because there /e
al ways exceptions, but they usually have enough noney to be able
to look at the nmuni bond investment over a |ong period of time.
VWhat has happened since the passage of LB 773 and the inpact on
the Nebraska market with regard to tax-exenpt muni bonds?
Nebraska's mar ket represents about $200 nmilliong year of muni
bonds that are available out there to be sold in the market.
What has happened is is that the State of Nebraska, because of
the demand for the tax exenpt status for Nebraska's own bonds gas
oplposed to the out of state ones, is that the |ocal governm'nts,
e folks that you represent, have been able to offer these
bonds at about 50 basis points |ess than what the market would
bear on any out of state bonds, in other words, about half a
percent | ess. That directly correlates to property tax reljef
because that is a half a per centage point that those | ocal
governments do not have to pay when they are paying off those
bonds. It is very cost effective and it s one of the sole
reasons for passage of that measure withregard to 773. |t jg
why the vast majority of other states provide for this type of
exclusion, because if the other states are not going to
reciprocate with regard to tax exenpt status for our bonds, why
should we? Why shoul d the Stateof Nebraska do this? And |
think if you were to | ook at the other four. states that do that,
they tend to be the Nontanas of the world wher e they
don"t...there js not nmuch call for these types of bonds, there
is not much use for them They don't havethe population to
purchase them so they choose to allow for the tax exenpt status
for their citizens at that point when they buy an out of state
bond. In this case, you are talking about going back to the yay
that we did it before for those individuals who were in this
investnent, used this practice to basically plan for retjrenent,
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