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About the College of Public Affairs and Community Service

The College of Public Affairs and Community Service (CPACS) was created in 1973 to ensure that the

university was responsive te the eritical social needs of our community and state. The Cellege wes given the
rission not only to provide educational programs of the highest caliber to prepare students for leadership in
public service, but also to reach out to the community to help solve public problems.

The College has become a national leader among similar colleges, with nine programs ranked in the top 25 in
the nation. Our faculty ranks are amaong the finest in their disciplines, Faculty, stoff, and students are integral
to the community and state beeause of our applied research, service learning, and community partnerships.
Wae take our duty seriously te help address social needs and eraft solutions te local, state, and national
preblems. For more information, visit our website: cpacs.unomaha.edu

CPACS Urban Research Awards

Port of the mission of the College of Public Affairs and Community Service (CPACS) is to conduct research,
especially as it relates to concerns of our local and statewide constituencies. CPACS has always hed an
urban mission, and ane way that mission is served is to perform applied research relevant to urban society in
general, and the Omaha metropelitan area and other Mebraska urban communities in particular. Beginning
in 2014, the CPACS Dean provided funding for projects with high relevance to current urban issues, with the

potential to apply the findings to practice in Mebraska, lowo and beyond
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SUMMARY

| proposed three primary research goals for this

project:

|. Descriptive infermation on expenditure and
revenue patterns for local governments in Mebraskao;

2. Quantitative analysis of county fiscal behavior;

3. Quantitative analysis of single-purpose district
fiscal behavior.

To date, the maost important of this endeavor is
complete: the dota collection and data entry. We
input more than 8,000 financial records - that
were in PDF format - into a databose that was
combined with economic and demographic data
from the Center for Public Affairs Research, One

of the outputs from this project is nearly complete

- analysis of county fiscal behavior, | anticipate
submitting a paper for publication with Dr. Carol
Ebdon and Ph.D. student Sungho Park by the end of
May. The descriptive analysis of local expenditure
and revenue patterns will be completed by the end
of June 2016 and the single-purpose analysis should
be complete by October 2016. In addition, Jerry
Deichert and | submitted a proposal to the ECS
eonference in fall 2016 and | was asked by Deichert
to serve on a panel for Center for Public Affairs

Research’s annual Data Users Conference,
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Local Property Tax Limits in Nebraska: Within-State Variations in Effects

Abstract

Tax and expenditure limitations (TELs) have been widely imposed on state and local
governments, A substantial amount of research has been conducted on the effects of TELs,
however, most have assumed that a TEL 13 equally binding on every local government in the
state. This may not be the case; the degree to which a TEL constrains a junisdiction 15 dependent
on 1ts position and context at the time of the TEL implementation, and, further, the responses of
these governments might then be expected to be ditferent over time. This study uses data for
counties and special purpose distriets in Nebraska, where property tax limits became effective in
FY1999; we consider a vanety of intended and unintended consequences over the 15 years under

the lunit. Our findings show the fiscal responses to and etfects of the lunits and how they vary

&

H}f -

between county govermments that were more versus less restricted.

e

Key words: tax and expenditure limitations, local government, counties
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INTRODUCTION

Tax and expenditure limits (TELs) on local governments in the 1.5, became
increasingly popular following the adoption of Califormia’s Proposition 13 in the late 19705
{(Mullins and Wallin 2004), Where 29 states imposed local TELs in 1969, they were in existence
in 46 states by 2000 (Amiel, Deller and Stallmann 2009). TELs are designed to control the size,
growth, and/or fiscal structures of sub-state nmts, This effort 15 partially due to the strong anfi-
tax movement (Eribes and Hall 1981; Rubin 1998; Deller, Stallmann and Amiel 20012},
proponents of which have argued that governments have become larger than the desired level
{(Shadbegian 1998) or failed to manage resources efficiently (Ladd and Wildon 1982; Lowery
and Sigelman 1981), Whatever their justification, TELs have become “very much a part of local
government fiscal reality” (Brown 2000, 29). States continue to amend himitations to affect their
restrictiveness (Springer et al. 2009; Shadbegian 1998).

There 1s a developing literature on local TELs, but it has limitations. Above all, sunilar
types of lunits (e.g., property tax rates) will not necessarily have sunilar effeets across states due
to differences i the specific miles. Cross-state studies typically use dummy variables to control
for whether a limit is “potentially binding” depending on the type of liunit (e.g.. Shadbegian 1998:
Sun 2014). or an index that attempts to capture the combinations of various types of linits nsed
in each state (e.g.. Amiel, Deller and Stallmann 2009), These approaches miss the wide varation
in the TEL rules that could potentially be important. For example, one state may have a property
tax rate limait that is very low and includes all property taxes (e.g., Oregon n the 1990s), while
another state may have a tax rate restriction that is much higher and excludes taxation for some
purposes such as debt service (e.g., Nevada since the 1990s). The former TEL is likely to be

more restrictive in practice than the latter

2
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In addition, there may be significant intra-state variation given that limits do not affect
all local governments in a state in the same way. The literature has primarily nsed aggregated
state-wide data (e.g., Hoene 2004, s0 within-state variations are largelv unexplored. Responses
to a TEL may vary depending on the specific context in which local governments operate
(Blom-Hansen. Bekgaard and Semitzlew 2014; Ross, Farrell and Kate Yang 201 5) — for
example, the tax or expenditure level at the tune the lunit was unposed. Studies of individual
states are therefore useful to further owr understanding of TELs design and effects. This study
addresses the case of local TELs in Nebraska.

The Mebraska state legislature adopted property tax rate limits for local governments in
1946, effective in 1998-99, The limits have now been in effect for over 15 years, and provide a
good opportunity to explore the within-state effects of a particular type of TEL. We focus on
counfies because the county-level mles are somewhat unmique. The property tax rate cap did not
bind all jurisdictions equally because some counties had tax rates significantly higher than the
rate limit when it was adopted, while others were comfortably below the limit. In addition, a
portion of the county taxing authonty may be designated each year for special districts in the
county, or mav be retained for use by the county. It 1s expected that the budgetary response of
each county to the limits varies depending on its property tax rate position prior to the TEL
unplementation — 1.€., rate at or above the rate Lot vs. below the lhimit. Moreover, the
‘competition” between counties and special districts for taxing authornity might atfect counties’
reactions to TELs. To test thas, we analyze budget data from all 93 counties in Nebraska over the
post-TEL period from 2001 to 2013,

The paper 15 structured as follows: the next section reviews the literature on TELs. This
15 followed by a deseription of the Nebraska linuts. The method and findings sections are then

3
Jahn Wiley & Sons

&

o
N4



—— i O O el O L e Gk Pk =
== {3

e T T - - R N N — Y
O e O = O B Ge 2

FJ
.

B
0 e e b B fa fe e b B B0 0 L0 GF GF G0 00 B e 0d B BD BRI RS R BRI
DD 00~ O On e L R e DD 00 O O Ee L T e D 00 O U £ L D

O LN LI O LN LN LR L T
O D O = Ok O Fe La B3

Public Budgeting & Finance Page 4 of 33

presented. The final section discusses the implications and our conclusions.

LITERATURE REVIEW ON LOCAL TELS

Conceptually, local TELs encompass a broad range of budgetary constraints (Mullins
2004). There are seven basic types of local TELs, including: overall property tax rate limits,
specific property tax rate limits, property tax levy limits, limits on assessment increase, general
revemme limits, general expenditure limits and full disclosure rules that promote transparency
when taxes are increased (Ammel, Deller and Stallmann 200%; Mullins and Joyvee 1996; Mullins
and Wallin 2004; Jovee and Mullins 1991). Limits on local property tax rates and levies are
common (Shadbegian 1998), but other forms are also used in manyv states (Mullins and Joyce
1996). Local TELs have been designed to control the growth of governments, to restrict
niresponsive fiscal behavior, and, in domng so. to make decentralized local governments more
accountable (ACIE 1993). Whether TELs have brought mtended (or unintended) consequences
i practice is an iunportant issue.

Studies have consistently found that local TELs are associated with a reduction in
property tax base (iLe., property valuation: Connolly and Bell 2014), tax rate (Blom-Hansen,
Bekgaard and Serritzlew 2014) and tax levy (Connolly and Bell 2014; Dye and McGuire 1997;
Shadbegian 1998; Sun 2014). That is. local TELs appear to confrol local governments® reliance
on property taxes (Hoene 2004; O Sullivan, Sexton and Sheffrin 1995), To counteract TELs,
governments have been found to diversify revenue sowrees, including other tax revenues (Hoene
2004, Plummer and Pavir 2009), intergovermmental aid (Kioko and Martell 2012), and charges
and fees (Hoene 2004; Sun 2014).

Studies of the inpacts of local TELs on overall fiscal outcomes such as total revenues

4
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and expenditures or fiscal condition have found mixed results. Some studies maintain that the
level of total revenues and expenditures has been lowered by the imposition of local TELs
{(Chapman and Gorina 20112; Dye and McGuire 1997; Shadbegian 1998) while others show
evidence of an opposite etfect (Blom-Hansen, Bekgaard and Serntzlew 2014; Clair 2012; Sun
2014). The former group tends to focus on the reduction of revenues from major sources and the
linuted ability of local entities fo diversity revenue structures. In contrast, the latter group insists
that local governments ean eircnmvent budget constraints by seeking other compensatory
sources and by using overrides (Figlio and O Sullivan 2001; Johnston and Duncombe 1998),
Maher and Deller {2012) attempt to link local TELs with fiscal health. They find that TELs are
likely to result in better pension funding, a higher level of slack and a reduction in debt, so they
may play arole as an effective management tool.

Unintended consequences have been found with local TELs, especially related to service
levels and quality. In a survey of managers in Oregon, 40 percent of respondents reported service
level reductions in the three vears following the Ballot Measure § property tax rate limit
(O Toole and Stipak 1998), Similarly, Downes and Figlo (1999) and Figlio and O Sullivan
{2001} voiced concern over the negative impacts of budgetary limitations on police, fire and
education service provision and performance.

Drespite the contributions of previous studies, there are gaps in the Literamre. In
particular, among local government types, counties have received little scholarly attention
{except for Maher, Deller and Amiel 2011; Mullins 2004 Ross, Farrell and Kate Yang 2015).
Given the fact that counties generally have fewer options and flexability for diversifying revenue
sources than cities (Cigler 1996), budgetary constraints may be more severe and may generate
different responses. Second. although there are over 30,000 special districts in the U5, the
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effects of limitations on these entities have not been thoroughly examined (except for McCabe
2000; Carr 2006), Many special districts were originally created to circumvent tax and debt
limitations (Foster 1997). If the primary intention of local TELs is to reduce the size of
government, then attention should be paid to these junsdictions as well as their relationship with
other entities such as counties.

Third, many studies have disregarded the wide variation in scope of local TELs both
across and within states (e.g., Shadbegian 1998; 1999; Amie, Deller and Stallmann 20097, Limits
on general revenue or expenditure increases, property tax levy limits, and property tax rate linits
coupled with a cap on assessment increase are generally considered to have greater restrictive
potential (ACIR 1995}, but the devil is m the details. For example, allowable property tax levy
arowth may be tied to inflation or may be a specific percentage increase. Some states (e.g., New
Jersey) have restricted the annual growth rate of the property tax levy for counties, whereas other
states {e.g.. Rhodes Island) have had such limits only at the municipal level (Mullins and Wallin
2004). Exclusions to the limits as well as methods to exceed them also vary: for example, debt 1s
excluded from some property tax rate limits, and some states requure voter approval to overnide
limits. Some studies have used dichotomous (Shadbegian 1998; 199%) or ordinal measures
{Amie, Deller and Stallmann 2009) to capture heterogeneity, These approaches, however, fail to
address important differences.

Finally, studies have tvpically assumed that a TEL 1s equally binding on every similar
type of local government in a state (e.g., Clair 20012; Sun 2014). In practice, thongh, differences
in budgetary, political or administrative contexts may result in differing levels of constraints
Mullins {20:04) for instance notes that “the effect across local jurisdictions 15 not vniform. Some
govemments may be constrained more than others, resulting in a relative reduction in the ability

b
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Fublic Budgeting & Finance

to meet the needs of populations in more constrained settings” (118). His empincal examination
found that the fiscal effects of TELs on local revenues and expenditures are ‘asymmetric’
depending on the affluence of local governments. Our contention is that single-state studies are
needed to look more closely at entities actually bound by local TELs and how they respond to
the limits, given that “no two TELs are alike™ (Deller et al. 20013.7) in terms of the design,

structure, and scope of each state's local TEL

PROPERTY TAX LIMITS IN NEBRASKA

The Nebraska State Legislature passed the property tax limit, LB 1114, in 1996, The
legislation was effective with the 1998-1999 fiscal vear, giving local governments fime to

prepare. The limit 15 on property tax rates, but does not apply to bonded debt, lease-purchase

&
%,
gl

contracts signed prior to July 1, 1998, or judgments. Seven types of jurisdictions have a specific

Gy

maximun property tax rate: counfies, cities, school distriets, community colleges, natural
resource districts, educational service wits, and sanitary improvement distriets.

The limits on counties are a form of overall lunt in that they also melude other types of
special districts that do not have specific limits, such as fire, ambulance. library, and road
unprovement districts. For those special purpose distriets, county boards have the power to
authorize their levy requests. Counties have a limit of $0.45, with an additional $0.05 allowed for
infer-local agreements. Of that $0.45 (or $0.50), up to $0.15 may be nsed for the special districts,
setting up a potential competition between county functions and special districts for this portion
of the tax. The special districts also have the option of obtaining voter approval for their own tax
rate rather than seeking part of the county rate, Similar to other states, a majonty of voters mav

authorize overrides of the limits. Voting mav cccur pursuant to either a 2/3 vote of the governing

7
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body, a petition signed by 5 percent of registered voters, or a town hall meeting. The approved
‘excess levy' 1s restricted to five years,

Tax rate limits are generally not considered to be highly restrictive unless accompanied
by assessment increase limits, because a govermment could conceivably adjust assessments to
maintain the same tax levy even with lower rates (ACIR 1995), Nebraska has not limited
assessment increases. The state, however, requires all property to be assessed at 92-100 percent
of full market value, with the exception of fann land that is assessed at 80 percent of value,
Asgessment for all jurisdictions within the county is done by an independently elected assessor,
with the exception of a few small connties where the state conducts assessed valuations. The
state reviews assessment files, and mandates across the board assessment changes if assessments
are not withun the required range (which oceurred in the largest county m 2016). The counties
therefore, have limited ability to adjust assessment at will, and other jurisdictions have no control
over assessed values. The Nebraska limits, then, may be potentially binding even though
unaccompanied by assessment increase limits

For an initial understanding of the tax rate limit impact, we first look at descniptive
county data from FY 1997 — 2013, which covers the penod both before and after the
implementation of the limit. There are 93 counties, and as of 2013, 1,056 out of 1,774 special
districts levied property taxes under the authorization of county boards, We separate the counties

into two groups based on whether they were “above/at’ or *below’ a tax rate of $0.44 in FY

' Local governments in Nebraska are also subject to a revenue growth limit. LB 989, adopted in 1995, allows
Jurisdictions to incrense revenues by no more than 2.5 percent per year (2,5-4.5 percant for school districts), Capital
imprevenents, dabi, joutly finseed services, natural disaster repairs. and judgments are excluded frean the limit.
The limit ¢an be exceaded by up to 1 percent with approval of T8 percent of the governing body, and carryover of all
unesed authority is allowed. In practice, mamy jurisdictions annaally vote fo exceed the suthority, to build up vnesed
fargin i case it is needed i the future.

8
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19975 Our presumption here 1s that those counties that were above or at the limit at the
beginning were more constrammed than counties below the limit. Forty-two, or 45 percent of the
connties, had tax rates that were higher than $0.44, The remaining 51 counties (35 percent) were

below $0.44 at that time and so were the least constramned by the limat,

[Table 1 about here]

Table 1 first presents the county property tax trends. In both groups, the tax rates
dropped sharply between 1997 and 2001, mched upwards until 2009, and then decreased agam
by 2013, Both groups are below the mean rates prior to inplementation of the lunits. In that
sense, we might say that the tax limits worked in reducing the tax rate. Tax rates alone, though,
do not tell the whole story. Taxpayers care about thewr actual tax bill, which is also dependent on >,
assessed valuation. Property tax levies decreased slightly between 1997 and 2001, but then began
to merease. The growth in the counties that started out below the tax lunit was greater (54
percent) over this period, but the mean levies for those above/at the limit also grew by 40 percent.
Counties were able to reduce the tax rate while increasing overall tax revenne becanse of growth
in property valuation, Aside from the uwrban areas around Omaha and Lincoln, Nebraska is

heavily agricultural, and this period has been strong for farming which resulted in increasing

* Property tax rates here only include the restricted portion of the property tax (Le.. property tax rates for debt
pavment are excluded), We wsed a rate of 30,44 a5 our critena i separating countigs for two reasons: 1) the
distribution of sample coumties in terms of property tax rates has twvo peaks around 50,50 and 50,33 bot draws a
trongh around 50044 in FY 1997, s0 the selection criferia appears to make a relatively clear distinetion between
hagher (1.2., more constrained) and lower (L., less constrained) tax rate groups; 2 we checked the change of county
property tax rates for three prios-TEL years (ie.. fiscal years 1996-98), and foand that the $0.44 podat meninizes the
variation of group conpoesition (over 82 peicent of counties maintain thedr membership of tax rate group for tloee
years). Thas, a rate of 30.44 provides us with a relafrvely stable separation of tax rate groups, Nevertheless, it shonld
be woted that the ranges for the connties above and below the Limit are faicly broad. whiclh may mask subtleties. For
example, a county at 5060 would likely have had substaitially more difficulty reducing their tax vate weder the new

limit than one at 50.46, Howsver, this st least gives some indication of the vanafions across counties n responses to
the linmits.

@
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land values, Both groups were fortunate to have experienced valuation growth duning this period,
which mitigated the effects of property tax rate limits,

The literature has been mixed on the extent to which tax limits have reduced spending
Surprisingly, the Nebraska counties that were above or at the limat initially have experienced
greater growth in mean real expenditures over this period (87 percent) than counties below the
[imit (76 percent). Average spending, though, was almost three times greater in the counties
below the limit in both FY 1997 and 201 3. It appears that both groups had spending increases
after the TEL mnplementation that exceeded the growth in property tax levies. Tlis raises
questions about the relationship between property taxes, as a major source of county revenues,
and expenditures. The counties above/at the limit had a higher level of reliance on general
property tax revennes (38 percent) m 1997, compared to 33 percent for counties below the linat.
A sizable drop in this ratio oceurred by 2001 (over 14 percentage pownts for the counties above/at
the lunir), before a gradual increase. By 2013, both groups have less reliance on property tax
than they did m the vear before the TEL implementation, but the counties below the limat
experienced a relativelv larger decrease in reliance

Some studies have found that infergovernmental aid and debt increase following
implementation of local TELs, at least in the short-run. Between 2001-2013, intergovernmental
aid did increase:; counties above or at the limit had an increase of 49 percent and counties below
the limit by 24 percent. Since the growth of spending in both groups of counties were greater,
infergovernmental aid as a share of spending actmally decreased by about 12 percent in counties
abowve/at the limit. and 5 percent in counties below the limit. Some property tax purposes are
excluded from the limit, including debt pavments. Therefore, counties may have had incentives
to increase debt to fund capital projects rather than vsing payv-go methods. Debt did increase

10
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substantially between 2001-2013 in counties below the limat (144 percent), but those above/at the
[imit also had an increase of 126 percent. As a share of spending. debt increased by four
percentage points in counties above/at the limit, from three percent to seven percent, while
counfies below the limit increased from about seven percent to 20 percent. There i1s evidence that
the tax limits may have had an effect on outstanding debt, although it 15 surprising that the results
are also seen so clearly in counties that were imitially below the tax limit.

Three pomnts are worthy of notice, First, the adoption of the Nebraska limit had the
mnediate (or short-term) constraming effect on county property tax. In particular, the sharp
declne in property tax as a share of total expenditure between FY 1997 and 2001 shows the
decreased reliance on property tax. Second, county governments have tended to by-pass the tax

vate lunat m the long-nm: steady inereases i total expenditures for both groups do not provide

&
""\-."'\-\.-'""".
.

support for the notion that the Lt has binding effects on budget size. Last, property valuation
growth, intergovernmental aid, and inereasing debt have been commonly used tor budgetary
cireimvention at the county level. Specific responses mught be different across counties,
however, given that longitndinal changes in revenue trends vary according to the property tax
rate position of each county at the beginning of TEL implementation,

These observations allow us to develop a testable hypothesis; ceteris paribiis, counties in
the two tax rate groups are likely to find it differentially hard to cope with the limit in managing
financial resources, implementing fiscal strategies which are not uniform. Divergences in county
reactions to the TEL might be due to the political benefits {or costs) of revenue raising strategies.
which vary depending on county circumstances, Fevenue raising is an activity which incurs
certain pelitical costs because, for instance, it could result  in the loss of votes for politicians
{Bartle, Knz and Morozov 201 1; Hettich and Winer 1984). Put another way, a government

11
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decides to raise revenues, use budgetary gimmicks or look for additional revenue sources when
their potential benefits — 1.e., benefits from mamtaining spending levels — are sufficient enough
to exceed the expected political costs of revenue raising.

TELs, particularly from the fiscal illusion perspective, might play a role in increasing the
percerved benefits of revenue raising strategies and. in doing so. lower government’s political
costs In a relative sense, This 15 because the major intention of TELs is to constrain the salient
source of revenues so that local governments might be requured to seek alternatives to meet
service demands (Hoene 2004; Sun 2014). Further, the perceived benefits (or costs) of revenne
ransing counld be relatively higher (or lower) for governments sutfering from more constramed
revermme sources (Blom-Hansen, Bekgaard and Semitzlew 2014; Mullins 2004). In Nebraska,
therefore, it 1s reasonable to suppose that counties above/at the limit are likely to be more
motivated by the political benefits (or costs) of revenue raising, which i1s perceived as higher (or
lower) than counties below the limuit, If this 1s the case, we expect to find sigmificant differences
in post-TEL fiscal behavior between the two groups of counties

In addition, given the unique feature of the Mebraska TEL in which counties can ‘give
up’ part of their tax rate limit to special districts within the '-'."EI-1.1II.‘L'_'|-'.3 we presume that the
property tax portion for special districts 15 also a significant factor that affects county
government’s calculation of political benefit {or cost) of revenue raising. We expect, then, that
all else equal. the property tax share of special districts within a county not only has some direct
unpacts but also generates interactive effects with the county’s mitial property tax rate position

on its fiscal responses to the linit. We also present descriptive trends of special distriets in Table

* The special districts considered lere exclude those that have individual taxing authority (e.z.. namiral resource
districts, sducational service units, and samtary and mmprovement districts that are created primarily in the Omaha
area for developmeists outside city limits that are expected fo eveirtually be annexed).

12

John Wiley & Sons



Page 13 of 33 Public Budgeting & Finance

1. which are somewhat surprising. The number of special districts levying property tax decreased

for both groups, more so for connties below the rate limit. The tax rate decreased substantially

o OF =) O LA B G Pl —

for both groups, while the levy increased for both, although much more for those in counfies

— e
== {2

below the limit. Property tax reliance overall decreased, again to a much greater extent in

connties below the limit.

METHODOLOGY
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The aggregate descriptive trends are interesting but do not control for differences
between districts or for interaction effects. We now turn fo an empirical analysis to examine
whether the inihial property tax rate position of counties affected their post-TEL responses,

taking the potential mediating effect of the property tax share of special districts o
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consideration. Our equation for fixed effects estimation is as follows:

Fi = a + (R + BySDy + Ba(RySDy) + Ot v+ 6 + 53 (1)

B L0 L L G Gl D LS L
O D 00 =] O O B L

where F;; means fiscal responses for county government ¢ in 1 year. Fiscal responses are

-
=k

explaned as a function of the property tax rate position of county / in the base vear (FY 1997)
{R;). the property tax rate portion for special distnicts within county 7 in year f (50;), an

interaction between these two tax rate vanables (R;"5D;,.) and a vector for control vanables ().

[ I R N SN O R Y
O D 0o~ @ O B Lo B

Fixed effects for county (;) and vear (§;) are included in the model for two-way fixed effects

LRI LT LT
i P

. - _| . -
estimation.” £;, indicates an emor term.

57 * The results of the Hausman test showed that fixed-effects models are relevant for our panel data (x°= 26,61 —
55 55282 p=0.001). It should also be noted that there were i significant ditferences between the resulis of foced- and
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We focus on four dependent vanables of fiscal response to TELs: property tax,
infergovernmental aid, total operating expenditures and outstanding debt. Counties tend to rely
heavily on property taxes and intergovernmental aid as major revenue sources and spend most of
their budget for general operating purposes; finther, the level of debt outstanding 15 up to 70
percent of total general revenues on average (LIS, Bureaw of the Census 2012). To capture fiscal
behavior in terms of the growth as well as size of budget (see also Blom-Hansen, Bekgaard and
Serritzlew 2014; Plummer and Pavur 2009), we employ both per capita (3) and annunal growth
{percent) measures.” Based on data availability, the timeframe 1s FY2001 to 2013 (data are from
the Nebraska Auditor of Public A-::cnunh].ﬁ The per capita variables are transformed into a
natural loganthm due to skewness (see Stpak 1991; DeSantis and Fenner 1994)

Chur first key independent varable is the imitial property tax rate position of each county,
measured as a dummy variable: counties above/at a property tax rate of $0.44 m FY 1997 are
coded 1 {42 counties), otherwise 0 (51 counties), This vanable separates counties more severely
constrained by the implementation of the tax rate limit from others relatively less restricted. We
anticipated that counties above/at the limit would have a lower anmual growth rate than counfies
below the limit after the TEL implementation. We also expected that counties above/at the limit
would have more incentive to diversify revenues (e.g., intergovernmental aid and debt issuance).
50 would have higher levels and growth rates than counties below the limit. The effects on

spending would depend on the degree to which counties were able to raise alternative revenues,

random=effects estimation. In addition fo vnit-fixed effects, fixved-effects for yenr were vsed to control for
websarved time-specific varnations,

" Counties can have $0 debt cutstanding, which preveats a caleulation of annual grevath. To avedd potential biases
from the smission of samples with no outstanding debt, we substituied 31 for 30 outstanding debt per copita (fofal
&74 cases) before computing the annnal growth variable.

‘ Usting a timefraime which covers only the post-TEL pericd is one of owr research limatations. The records retention
policy in Webraska requires orgamizations to keep only relatively recent data, so we were unable to construct a
dataset whicly inchudes sufficient yveass prios to the TEL tnplenieatation.

14
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but we would generally expect counties above/at the limit to have more constraints on spending
than those below the limat.

The next independent variable 1s the property tax rate of special districts in the county.
We expected this special district tax share to be negatively associated with the county property
tax vanables, but positively associated with the other revenue source vanables, We had no clear
expectation for the expenditure models based on mixed findings in previous studies, The final
key independent vanable 13 an infteraction term beftween the county tax rate and the special
district tax rate. Counties above/at the tax limit were more constrained and so might be expected
to be less willing to share their property tax rate with special districts, so we expected that this
varnable would have a negative sign in the property tax models but a positive sign in the other

revenne models. Again, the expectation related to expenditures 1s unclear. Following the

&
n,
g
Sl

recommendation from previous studies (Brambor, Clark and Golder 2006; Jaccard and Turrisi
2003; Yu 2000), we mean-center the special district tax rate vanable across models to avoid
potential multicollinearity.

We use mne control varnables that are generally used in previous studies to explain local
government fiscal behavior, The first three capture variations in county revenue bases: property
assessed valuation, emploviment rate and urban-rural classification. Property assessed valuation
15 directly related to property tax revenue and can affect other fiscal behavior (Brueckner 1983;
Inman 198%; Santiago, Galster and Tatian 2001). The emplovment rate is also frequently used to
reflect economic condition (Bjedov, Lapointe and Madies 2014; Hon 204)3). These two varables
are expected to have a positive sign in the property tax and expenditure models and have a
negative sign in the other models, Property assessed valuation is transformed into a natural

logarithm in order fo comect for skewness,

15
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The third control vanable distinguishes between urban and rural areas. Loeal
govemments in urban areas tend to rely more on non-property tax sources (Orazem and Trostle
1972). Moreover, local governments experiencing a higher level of wrbamzation are hkely to
have more spending-prone behavior than rural governments (MachManus and Pammer 1990), To
capture this feature, we emplov the National Center for Health Statistics (NCHS) urban-rural
classification scheme (1: noncore — 4: medium metro), developed by Ingram and Franco (2014)
This variable 1s expected to be negatively associated with the property tax variables and
positively related with other dependent variables.

The next five control variables capiure demographic characteristics: population density,
race (county non-white population as a percentage of total population), personal meome per
capita, vouth population rate {population under 19 as a percentage of total population) and
elderly population rate (population over 65 as a percentage of total population). The race variable
15 transformed into a natural logarithm in all models due fo s distributional skewness. These
variables are related to public service demand (Alm and Evers 1991 Coate and Knaght 2011;
Hou 2003; Wolf and Amurkhanyan 2010). Our expectation was that these vanables would have a
positive relationship with the dependent variahbles,

The final control vanable 1s per capita intergovernmental aid, This vanable 1s included
in all models except for the intergovernmental models to capture the fiscal structure of the
counfies. The well-known notion of the flvpaper effect is the underlving reason for the control of
inftergovernmental aid (Bae and Feiock 2004; Deller and Maher 2005): public expenditures at the
local level are more elastic in terms of infergovernmental grants than median income. This
vanable was expected to be positively associated with operating expendifures and negatively
related to the other dependent variables.

15
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Table 2 below summarizes the vanables, measures and data sources

[Table 2 about here]

FINDINGS

Our descriptive statistics are presented i Table 3 below. In terms of the dependent
variables, Nebraska counties tend to have a wide variation in budgetary outcomes. The average
of the logarithin of property tax levy per capita 1s -0.9454, which corresponds with $457_66. Its
anmual growth has a mean of 1020 percent and is distributed from mminm -32.03 percent to
maximuin 42 08 percent. The level of mtergovernmental aid also varies, with a mean of -0.5634

{§912.28) and 6.81 percent in per capita and annual growth terms, respectively. After the TEL

&
N

implementation, the average outstanding debt per capita variable 15 2.34 (§229.10) and its annmal y,
growth 15 9.27 percent. Meanwhile, county governments spend $1,416.71 per capita (natural

logarithm 15 7.01) on average for general purposes, with an annual growth rate of 7.85 percent.

The mean county property tax rate 15 0.45, and connties on average share only $0.05 of the total

allowable $0.15 tax rate with special districts. The mean of $0.02 for the interaction term

indicates that counties above/at the limit are likely to share a lower level of property tax rates

with special districts than counties below the limit.

[Table 3 about here]

17
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Table 4 below presents the estimation results of the two-way fixed effects models,” All
models are statistically significant at the 99 percent confidence level (F=2.65 — 938.68; p=0.001)
and they explain approximately 12-98 percent of the varation in county budgets. We ran
inferactive and non-interactive models separately, but only the results of the interactive models
are reported; the results of the models without the interaction term were similar to the models

shown here

[Table 4 about here]

Model 1-1 and 1-2 show the results of the property tax revenue models. Unexpectedly,
the property tax rate group coeflicients have a positive and sigmficant association with both per
capita and annual growth. In spite of the TEL imposition, counties above/at the linit tend to have
a higher level of property tax per capita and annual growth rate than counties below the lunit
durmg this timeframe. As seen in Figure 1. counties above/at the lumit had a higher level of
property tax revenue per capita prior to the tax limit adoption; even though these counties were
more constrained by the limit in the short-run., they were able to retain a higher amount after
implementation, and it has grown at a faster rate. This may mean that the design of the Nebraska
tax rate limit 1s meffective. Our results support the argument that tax rate limits, without well-
designed supplemental mechanisms (e.g., assessment limits) have limited effect on providing

property tax relief.

" The results of the Modified Wald test indicated that we need to control fou heteroskedasticity (2= 152290 —
1. 4406, p=0.001}, so we ran all regression models with robust standard errors, VIFs across all models ranged from
1.0 to 467 (less than 100: we did not fiind any evidesce of nulticollinearity problems.

18
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[Figure 1 about here]

The results of Models 2 to 4 show that the tax rate group coefficient, as expected, 1s
positively and significantly related to the level of per capita infergovernmental aid, ontstanding
debt and operating expenditures. These results denote that counties above/at the limit have
maintained their budget size larger than counties below the limit since the enactment of the rate
[imit, and that higher reliance on external aid and debt has been used by those counties as kev
fiscal strategies. The tax rate group varable has a negative relationship with the annual growth
variables in these models, although it 18 oaly statistically signaficant i the intergovernimental aid
growth model. With a higher base level, counties above/at the it may find it harder to increase

their annnal percentage growth, compared to their counterparts.

&
N

The special distriet tax rate coefficients are generally not statistically significant. That s,
the property tax rate share of special districts per se does not affect county tiscal behavior.
However, when the special district tax rate varable is interacted with the county tax rate group
varable, it becomes significant in the per capita intergovernmental aid, outstanding debt and
operating expenditures models, In Figure 2 below, the linear prediction graph for these models
shows how the interaction of the two variables generates different results, As the average of
special districts tax rates goes up, counties above/at the limit tend to have a higher level of per
capita intergovernmental aid and outstanding debt, while counties below the limit decrease aid
and debt as the special district tax rates increase, The situation is reversed for spending: counfies
above/at the limit are likely to have lower spending as the special district tax rate increases,
while counties below the limit tend to have higher spending as the special district tax rate
increases. Overall, the level of property tax share of special districts plavs a role as another tax

19
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constraint, particularly for counties above/at the limit, Hence, the role of single-purpose districts
could be considered an important contextual factor which generates differences in counties’

responses to state-imposed limits, at least in Nebraska

[Figure 2 about here]

The results for the control variables partiallv comespond to our expectations. The
property valuation coefficient 18 positive m all models except the per capita debt model, but is
only significant in three cases. The wrban-nural scheme coefficient is negative and significant in
four models, and positive and significant in the cutstanding debt per capita model. With regard to
demographic factors, the population density variable generally has a negative sign across the
models. The remamning coefficient have mixed signs across the models and are generally not

statistically significant.

CONCLUSION

Nebraska's property tax lunits have been in place for about 17 years, which allows us to
observe the effects on counties over a sizable fume period. In this study. we focused on
addressing two particular themes: 1) Has the Nebraska TEL, which is represented as tax rate
[imits, brought unique results to local fiscal practices? Other single-state studies have focused on
California (Hoene 2004), Colorado (Clair 20120, Indiana (Ross, Farell and Kate Yang 2001 5),
Kansas (Springer et al. 2009), Oregon (Thompson and Green 2004), Texas (Plummer and Pavur
20009, and Wisconsin (Maher, Deller and Amiel 2011). We attempted to contnibute to our

understanding on local TELs by investigating the Nebraska case. 2) Although many studies have

20
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assumed that TELs are equally binding within a state, we aimed to demonstrate that the effects of
local TELs can vary depending on specific confexts, such as how close to the tax rate limit a
county was prior to implementation

To achieve our research objectives, county trends in revennes, spending, and debt were
analyzed, taking into consideration counties” mitial property tax rate positions and their sharng
of tax rates with special districts, Descriptive analysis shows that apparently, the tax rate limit
did have a constraining effect on the tax rate for all counties, and controlled county reliance on
property tax at least i the short-rn and in terms of the tax portion of total spending. The models
also suggest that county fiscal behavior was somewhat mitigated by the county’s proximity to the
rate limit. As expected. those at or near the limit incurred more debt than those counties below

the lunt. Surprismgly. those same counties at'mear the limit spent more and grew levies at rates

&
s
o gt
Sl

higher than those below the rate cap. Some of this appears to be due to an increase in
itergovernmental aid, which pays for a large share of county spending.

During this period, county officials were also fortunate to be able to capmire high
valuation base growth so that, regardless of their position relative to the TEL, tax levies grew
faster than inflation. This has resulted in frustration from taxpavers, particularly the farmers
whose land has fueled much of the valuation growth in this period. History has taught us that
agricultural land values are cyclical, and there are signs that the boom in this area is slowing
down, This may eventually result in much more stringent constraints on property tax revenues,
since many connfies cannot simply increase tax rates if valuations slow or decrease.” The role of
single-purpose districts was also a focus of this study, We found that the reliance of special

districts on county board approval for use of a portion of the county taxing anthority raises the

¥ See, for exampls, the Mebraska Governor’s recent plan toward property ta relief = http:/woamw, governing,com
Sopdcsfinance ‘ts-nebraska-rickens-state-address. iml

21

John Wiley & Sons



= o OO = 00 LR B G b
=n {3

e T S N S S N N T
i O -] T Ch B &b b

FJ
.

P P B3 BRI
O B L b

Fublic Budgeting & Finance Page 22 of 33

possiblity of competition. There 1s shght evidence to support an effect here: the property tax rate
share of special districts, coupled with counties” initial property tax rate positions, has
manipulated fiscal responses of counties to the tax rate limuit.

There are limitations to this study, First and foremost, we nsed somewhat arbitrary cut-
off points for the groupings of the counties, The results might differ if we used more or different
groupings. Second, due to the lack of fiscal data, we were able to study only the post-TEL penod
in our empirical models. Third, in order to better understand the perceptions of local officials
about how the tax lunits have affected them, and how they have responded, it would be useful to
conduct inferviews or use case studies of selected counties and special districts. Finally, this
study focused on two types of local governments. The lumits also affected other junisdictions,
such as munieipalities and school distriets. The school distriet lnutations are closely linked with
state aid to school districts, which is a continual source of debate i the state legislature so would
be a particularly fiutful area for research.

Despite these lhmitations, this research contributes to the literature 15 several ways.

First, this 15 one of only a handful of studies where counties and, in effect. special purpose
districts are the umit of analysis. Second. the examination focuses on within-state TEL effects.
Third, this analvsis of a particular type of TEL. a property tax rate limit. i1s informative becaunse it
demonstrates the implications of a limit on a tax that has two moving parts — the levy and
property valuation — which may or may not constrain the levy or spending if property value
growth outpaces the rate limit. Fourth, our research complements previous studies by
demonstrating that at least during the period of study spending was not constrained by the TEL
and that intergovernmental aid helped offset some levy constraints. These findings add to the
debate in the existing literature on the extent to which TELs affect expenditures (Dye and

22
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McGuire 1997, Shadbegian 1998 Chapman and Gorina 2012; Clair 2012; Blom-Hansen,
Baekgaard and Serritzlew 2014; Sun 2014).

For policy-makers. the research highlights the need to identify the primary objective(s)
of the limitation. Is the aim to limit levy growth, and/or to “control” spending? If using a rate
limut, does valuation growth also need to constramned? If the rate linut is coupled with valuation
growth restrictions, distortions in property valuations versus market value may lead to issues as
15 currently being plaved out i states such as Califorma. And what are the potential unintended
consequences of imits? For example, in this case, Nebraska counties could constrain special
districts through their levy authonty, as well as the possihility of increasing debt levels to avoid
restrictions, Not to sound too cliche but this study underscores the sentiment that “the devil is in
the details™ when 1t comes to examining the effects of TELs on fiscal outcomes, The effects are
also period-sensitive, Strong valuation growth mitigated the effects of tax rate caps. If valuation

slows, the outcomes of the analysis could be quite different.
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TABLE 1

Descriptive Trends of County and Special Districts Budgets

1997 2001 2003 2009 L
lll:‘ﬁflil;PﬂﬂT tax ;:L:m‘“‘{“:;ﬂb:!;“ 0.3508 02831 0.3157 0.3208 0.3071 [-j.ln.f;::;
(te) bt s 03T ams o4l oass OER
ir‘ﬂ}rl'#ﬂ:-' tax f;ﬂ'f:ﬂ":ﬁ“ 393796 356123 458574 536704 605320 [‘53“,: ,f;
(51.000) ]':.l:m‘."‘a‘;ﬂ'l;*"f‘}‘ | 20047 LOBESI 127054 L49RIP 1812320 H;ﬁ;;
mﬂ fﬁﬂ[ﬁ:ﬂ":ﬁ“ 1256465 1438540 16180.03  18,04847  22.540.15 ﬁf_;g;g
;;mmﬂ ;:L:m“’“&‘; ﬂ':m""' 2,73330 298621  3,42.52 366757 471875 [1."-:1;.?:51":;;
z;:::mﬂmg e, 1326733 170080 1970420 2330170 23370 (O1UEE
(51,000} Em“m{;; -:]I::n‘f ® 408230 512881 ST4OD2 651620  T.408.98 [iﬁlﬁ':fj
et oty 3B 30T 80 3838 ;L
;}E'-‘Hdillﬂﬁ ]C.L:d“:“{_iz‘:n"_ﬁ’? ”" 3758 23.67 25.67 26.42 18.94 {.:;E.:ﬁ%
A e o S BSI32 OSN30 1231447 1107488 e

E“g:;ﬁ‘ a . 231089 185615 301580 343441 [I:’E]_ﬁ :Ei
ﬁ -.-nlﬂu “’:HHLE ;:L:m‘“‘{“:;ﬂb':[a“ - 39,56 41.54 14.56 37.68 A 4.'-';-!1%;
(%) T - w4 A2s dans s T
dﬂ:;:"mﬂm.‘f ;:,L:m‘.'“{“;f;ﬂb:!;“' - 226115 335112 426780 551352 {13“ﬁ],'$
($1.000) f;uf“{j;:;ﬁ* “ S 18860 3S2E2 020 64641 UEL_"'E"_];;
E‘Wﬁﬁ ;:_L:m‘_'“ﬁf;ﬂb:!;“' - 6.87 B.ET 13.50 10.41 {19?.@';5«:3
expendicures e e - 2.97 376 1046 U TP
Eﬁ"ﬂ“ﬁ;ﬁd ?l:mi::ﬂh_'jﬁ“' 15.75 15.14 15.10 15.29 14.58 {sfri;
property tax [ ouiesshovers 733 726 712 212 210 i
:’ﬂ?:t?ﬂpw ﬁﬂﬁﬁﬁﬂ 0.0683 00585 00583 00551 0049 [_l'fféfp;
(%) ;:L:m”“E‘; ﬂ'lm‘ " 00548 00504 00451 00457 0.0403 [_E'E"f;,j;
3P0 prupety e, SSATRIG GRS THS1A0S  BASI0T9  BO226S6 e
(%) ;:l:m“““ﬁ‘; ﬂ‘::’;‘ ™ 1361700 2360242 2369118 2583504 3199204 [i:;;:i"ii,
T E:ﬂf:nb:ﬁ“ N (..3_:5'-_12;.
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Source: County aind Special Distrsets Budget Database, Nebraska Anditor of Public Accounts
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Note 1: All budget information s inflation adjusted wsing CPI
Kotz 2: Kimball and Dodgs connties were excloded from the expenditure data due to vorelinbls informntion for

FY1997
TABLE 2
Summary of Variables, Measures and Data

Variable Measure Diata

o Property tax L {property tax levy per capita) Neb:ra:.l::a Anditor
= Annual percentaee change of property tax lesy per capata of Public
‘% Intergovermmental nid Lo {utergovermmental aid per capata) Arconnts
& Annnal pereentags change of intergovemmental aid per capita

S Outstanding deht Lo {outstancling debt per capita)

E‘ Annual Y change of outstanding debt per capita

A Expendinures L {operating expendinnes per capiia)

Annnal e change of operating expendifures per capita
Property tax rate group 1 for counties with tax rate = $0.44 m FY'97. otherwise 0
Specinl district tax rates  Mean of special distets propery tax rates within a county

= _Interaction term Property fax rate group*Special district tax rate
-2 Property valuation Lo {county assessed property valuation)
'_j Uihair-rusal index I: nongcore, 2: misropolitan, 3; small metro, 4; madium metra MCHS
g Emplovment rate County emploved population ! total labor force BLS
2 Population density County popilation (100 persons) farea in square iniles WE Databook
2 Rae Ln {eoumty non=white population / total population) SEER data
1 Personal mcome County personal incoms per capita
Youth population County population aged vnder 19 / total population
Eldeily population Couinty popilation aged over &5 /fotal population
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TABLE 3
Descriptive Statistics
Variable aind measure (unit} Mean Sm_?d?d Min. Mda.
deviation
Property tax levy per capita (L) -0.9454 03686 -1.4247 05802
Avnrmial change of property tax levy per capita (parcent) 10,0202 TEE43 0 -320416 420782
Intergovermmental aid per copata (Ln) «01.5634 08163 =2.0831 1.B198
Anminl change of mtergovernmental aid per capita (percent) 68101 ZZETI4  «T3.05065 91,8493
Outstanding debi par capita (Lo 23415 2 B046 0 5 1808
Adarmal change of outstanding debdt per capita (percent) 93742 1370733 009206 3044625
Operating expendiimes per capita (L) T.O082 0.aTi0 25764 00308
Avnrmial change of operating expenditures per capita (perceit) TE344 01031 -62.3120 To. 5561
Property tax iate group | duniy’) 0.421a 045749 0 1
Special district tax rafes [3) 0.0511 00326 00027 01950
Interaction term (3) 0.0204 0.0279 0 01675
County nssessad property valuation (Ln) 13,4581 10865 11.1627 176805
Urbai-rural isdex {ordinall 1.455% 0_Ensl 1 4
Einplovment rate (percent) Qa.4472 042589 594937 083607
Population density {100 persons per ole”) 0.4102 1.7014 000349 153373
Face (L] i 099212 =6, 5480 =0. 5020
Persanal meome (31 ,004) 41.5873 146261 14,4978  108059]
Youth population (percent) 268587 2.8337 18.5771 402319
Elderly population {percent) 19,1526 4.1107 6, BE0G 31,3571

Wote 1: All fiscal and inceine variables are inflatiea adjusted using CPT

Mote I: All outliers are excluded in analyzing descriptive statistics

! Some connties had a relatively higher level of anmal growth in outstanding dabt. For example, Valley county"s
par capita outstanding debt grew from 3216.02 to $4,632.76 in one vear (2,045%) after voter approval of a 521.3

muilligas bond 1ssuance for a new hospital in 2008 (Kunz. 2010
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TABLE 4
Two-wav Fixed Effects Estimation Results
Wariable Model 112 Modsl 1-2: Model 2-1: Model 2-20  Model 310 Model 3-2: Model 4-10  hModel 4-2:
Ln percentage  Ln(lG aid percentage Ln percentage Lan percentage
(property  changeof  percapital  change of  {putstanding  <hangs of  (opesatng  change of
tax levy per  property tax IGad per  debiper outstanding expenditares  cperating
capita) lewy per capita capita) deft per per capita)  expendibares
capiia capita per caplin
B B B s B B B s
[Flotass (Pobast Rkt { Bt (Blobuast (Pobust Rkt [Ruobass
SE]) SE] 5.E.) SE.) SE) SE. 5E.} SE)
Tax rate group 06111%=* 0.1a01== I D4agTe F4a5e- -0.257% [, T 2] === 007
[0.208%) (DT (02038 10.240%) i1.6884] (L IhEay {0.14:86) 0.08535)
SPD tax rate -10257 I067  -2.5763(%) 07751 -33.2292(**%)  -10.0937 12756 01288
{mean-centered) (06479 {0ET40) (14458 (25795)  (1L106%)  (LT.103E) {0 E50T) (1.1208)
[mieraction term 6152 05604 5.4Toge= D3AT5E IEAEDO** S26913 Sl ATE 046158
(0. 7265 (0 T5T) [1.7058) (268800 (15.5568) (L9 TET4) {02456) (1.1508)
La (property 01206 0.0600)=== 013&2= 00082 06135 03751 (. L40] === 00267
valuation) (LLLFT} (0 QICED [QUDERT) 0.0EL4) (04340 {0 300 [l (0.0233)
[Irhan/maral L3195 e 00068 BN T N T 1.7742%* S0L18L L0347 Tees 001490
seheme (00560} (DiES) (D638 P0.10135) (0.8883] {339y {00830 0.05548)
Employmens 00040 -N.oLag= EO41T== 00038 01028 0.3261 RLUREE) 10050
fare (. DDGS) (00T [QOIE5) (0.0282) (0142%) {0 2000 001068 (0010
Population L 1203=== 0518 -D2V2TEE 000368 -1.41e== 12778 -Dllingee= 166
density [0.0223} DLERELE by [Q04ED) 00816 (0.254%) Pl {00342 0.05548)
La {momswhate 00238 ] -k 200071 0a151* 056 e L0400
population ratg] (0. BLE0} ILER LY QU034 R R (0.3203) {250 Q0262 (0.0236)
peraomal meoine <0001 -0.0002 RELEEE]] SUDZ0 10215" -0.BLLE Qa5 === 10005
[EHEES (D005 (00015 (00019 (0.2 {00307y {00000y (0000
County =142 6255 00805 -2 g 02468 51865 22670 04133 05557
EE!!W'}“ rate (04672} (D463 {1.1590) (1.6782) (B.2374) B30 DA31E (0.5344)
County ~64 0.2350 2015 -3.03830 D3HE 113560 BLITH 03817 0060
populaticn rate (04176} (37L& [1.161T) (1.4077) (6.20721) (3T {05124) (0.4858)
Ln (15 axd per 0.0029 -0.0075 - - 02046 -0.0477 RN Ry D0T4ees
Capta) (0.BLLE) MOLT) (0.2473) 034450 {00309 (0. 0L8m)
Comstant -} 4465 06381 -G.4F50=== 045004 245465 -37.211% 4. 55 TEee 10533
(1.86635) (DEIS5) (24085 (3.2140 (15.8572} (228952 {13231 (1,070
T ] N=1,Mm N=1,116 A=, 208 M=l 114 N=1,X1 A=1,072 A=1, 2048 N=0,114
Fef Z3"FF  Fad 3500 Fu3]] QIFEF Fed WRER FuPET ]3®RF  F=d 10FER F=ldgETTT Fei s
RE=OETET  RES0 2406 RP=08284  RA=DEI0S RS0 B3RS Ri=i.8213 R:=ILEI'|'1-1 RE=HETE0

¥ p 10; ¥ p < 05; 4% p o D1 bvo-tailed tests
Wote 1 Althongh oot shown, fixed effects for comnty and year were included in all models
Note 2; A dummy for outhiers in terms of the dependent vanakles 15 includad m ench modzl: 10 the annual
outstanding debt change model, however, outliers (44 observations) are excluded becanse they cause a very
Iigh level of stamdard smrors
Mote 3; All fiscal and ineoms variables ars inflation adposted wsing CPI
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FIGURE 1

Property Tax Levy Per Capita by Group and Year

1500

FIGURE 2

i alboses'nl e it 0 Coustess belma the limil
il &CTT T E Cisusless helow the Limil
{jnp averape| LSt averpe

Linear Predictions

-1

Irs {15 mid per copita)
-5
= ]

Linear r_rediﬂm_nr

B E

Linear predsctson of
In {ceaistanding debi per capila)
1]
b
B

5
L

i s
Special disricts property inx raie

| amage pradietion of
g e e Py

T

= I
Special dedricls property tax rabe

— Counties ahovelaiibe limi

Courities baelow the limit

EBEUCREEN 8L 55R00280EUEREER

John Wiley & Sons



MEBRASKA MUMICIPAL FINANCE PICTURE BY THE NEBRASKA STATE AMD LOCAL FINAMNCE LAB 1

Examining Mebraska's Municipal Finance Picture:

Trends in Revenues, Expenditures, Debt and Reserves From 2001-2015

Dr. Craig 5. Maher, Director
Sungho Park
Ji Hyung Park
Mebraska State and Local Finance Lab
School of Public Administration

University of Nebraska at Omaha

1|Page



MEBRASEA MUNICIFAL FINAMCE PICTURE BY THE MEBRASKA STATE AND LOCAL FINAMCE LAB 2

Executive Summary

There are currently 528 municipalities in Mebraska and they range in population from one
resident in Monowi to over 445,000 in Omaha. In an era of resource scarcity and greater
scrutiny of public finance, this report offers one of first overviews of municipal revenues,

expenditures, debt and reserves,

The intent of the repart is not to advocate palicy or to even study policy decisions, rather it

seeks to provide a context for budgeting and policy discussions.

Key Findings:

# There is a great deal of variation in revenues and expenditures based on the location
of a municipality: Mebraska’s 24 metropolitan municipalities exhibit very different
fizcal patterns than other types of municipalities;

# Given the focus on property taxes in Nebraska, it is interesting to note that only 11
percent of own-source revenues come from the property tax;

» 23 percent of municipal own-source revenues come largely from fees and charges
(utilities, in particular);

» |n general, Nebraska municipalities had healthy reserves in 2015, equal to 47 percent

of total revenues
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Introduction

The Nebraska State and Local Finance Lab was established in 2015 with the support of
the Univarsity of Mebraska-Omaha's College of Public Affalrs and Cammunity Service, and the
Center for Public Affairs Research. The purpose of the Lab is to help stakeholders (citizens,
elected officials and government staff) better understand state and local finance in Nebraska. It
also serves as a resource for applied and academic research on state and local fiscal palicy.

This is the first of the reports produced by the MNE 3tate and Local Finance Lab and it

focuses on describing fiscal trends in the NE municipalities fram FY 2001 te FY 2015,

Approach to Studying NE Municipalities
In this report, Nebraska municipalities fall into four categories for analytical purposes:

Big three metro areas, other metro areas, non-metro regional centers and non-metro areas.
The Metropalitan and Micropolitan Definitions defined by the Office of Management and
Budget (OMEB) are used to identify metro and non-metro areas at the county level (see
Appendix 1). Municipalities are then clazssified into the groups according to their peographical
affiliation to counties.

& As of 2015, 24 municipalities are In the big 3 metro areas;

# A5 municipalities are located in the other metro areas;

* pon-metro regional centers involve 77 municipalities and;

* the remaining 342 municipalities are identified in the non-metro areas.

Demographic and Socio-Economic Attributes
Demographic and soclo-economic characteristics of NE municipalities as of 2014 are

presented below; all statistics are the average of municipalities in each category. Municipalities

A|Page
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in the big three metro areas are relatively strong in terms of demographic and socioeconamic

conditions than municipalities in any other areas.

Demographic and soclo-econamic characteristics

.

Ares FPopulation % of agng % of white % of population  Progerty Unemphyy-  Housahold
populstion  population  with bachelor or - valuation mient rate median

higher degree [51,000) {56} incame (]
All 2000 24927 19.9 054 12.7 90,5377 35 31,953.2
municipali ™300 26619 19.4 95,2 15.5 137,589.5 41 40,308.8
e 2014 27146 204 5.0 16.3 148,571.5 4.6 44,1403
Big three 000 28 5EET 0.7 645 230 1,247,308.3 i 47.453.2
MELTC 8Fed5 Jnng 334333 10.4 G, FEE) 2,008,440.8 4.5 57,244.5
w0i4 34,1420 127 63.8 6.7 1,158, 7605 a7 60,052.9
Other 2000 1,482.0 15.5 97.3 115 46,1942 2.8 356,368.3
et 2009 1,526.7 15.7 06,6 15.1 70,0469 4,1 45,931.3
e 2014 16146 16,8 054 17.0 T7.905.6 5.2 50,027.0
Regicnal 2000 3,023.9 17.4 4.7 1.4 01,340 8 4.0 33,108.5
centers 2009 3,101.2 155 637 155 136,077.7 4.4 42,2026
2014 3,167.4 17.0 4.5 16.1 151,515.9 5.1 46,254.0
non-metro 2000 TIT.0 221 957 123 17,2453 3.6 29,4770
are=as 2009 Fa7.3 21.9 5.3 14.8 73,3257 4.0 37,066.7
2014 T07.8 22,6 04,9 15.4 26,6655 4.5 41,102.4

Source: Census 20000 Amerlcan Community Survey Data 2009 & 2014;

4|FPage

o

Ty



PN

",

MEBRASKA MUNICIPAL FINANCE PICTURE BY THE NEBRASKA STATE AND LOCAL FINANCE LAB 5

Fiscal Categories

The availability of fiscal data for Mebraska municipalities comes from the Nebraszka
Auditer of Public Accounts, Nebraska communities are required to annually submit uniform
budget information to the Auditor of Public Accounts. These data are not audited, other than
by the State, and are reported on a cash-basis, rather than modified acerual basis required by
the Government Accounting Standards Board.’

The following categories (all in per capita terms), considered impaortant in the public
budgeting/finance literature (lluminating government fiscal structure, are used to paint
Mebrazka’s local finance picture at the municipal level:

* Revenues

v Total revenues

¥ Local revenues: property taxes, sales taxes, motor vehicle taxes, in-lieu of tax

payments and others

¥ Faderal receipts

¥ State receipts
Expenditures by type

¥ Total expenditures

¥ Dperating expenditures

¥ Capital expenditures

¥ Dabt service expenditures

v Dther expenditures
Expenditures by object
General government expenditures
Public safety expenditures
Public works expenditures
Health and social service expenditures
Culture and recreation expenditures
Community development expenditures
Miscellareous expenditures

Total outstanding debt
Debt principal
Debt interast
Liguidity
¥ Cash reserves

LRALE LU L LSS

* Many of the communities In Nebraska are relatively small and do not produce audited annual financial reperts. In
order include all NE municipalities, we opted to study these budget reports. In daing so, we realize that thera is
samewhat greater potential for reporting error.
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MEBRASKA MUNICIPAL FINANCE PICTURE BY THE NEBRASKA STATE AND LOCAL FINANCE LAB &

Overview of Mebraska Municipal Budgets

Municipal Revenues
Average total per capita municipal revenues (as of 2015): 53,950

# 7 percent of municipal revenue comes from the State
# 4 percent of local revenue comes from the federal government
» 85 percent of revenue is local source and consists af reserves, taxes, fees and chorges

5144 (4%
261 {73]

B Federal receipts

W Siate regeipis
51,596 (47%)

W Logal recaipts

Dihers (net cash balance,
invastment, country treasure cash
balance, etc.}

Municipal Own-Source Revenues
Average total per capita local receipts (as of 2015): 51,649

o 11 percent af local revenues ore generated from the property tax

# 5.7 percent of local revenues are from the sales tax, motor vehicle tax and in-lieu of tax
payments

» 33 percent of local revenues include charges, fees and interest income

S17E (11%)

Sh2 [d%)
518{1%) B Property taves

51 [07%) W Sales tax option
B Motor vehicle tax

In-lieu of tax payments

31,375 {83%)
B Oithers [charges, fees, interes:
income, etc.)
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MEBRASKA MUNICIFAL FINANCE PICTURE BY THE MEBRASKA STATE AND LOCAL FINAMCE LAB 7

Municipal Expenditures
Average total per capita municipal expenditures by type (as of 2015): 53,284

s Operating expenditures account for half (49 percent) of municipal expenditures
s Capital expenditures account for 36 percent of expenditures
# Debt service accounts for 5 percent of municipal expenditures

W Operating sxpenditures

5174 (5%) 5319 [103%)

W Capltal eapendituras
51,594 [49%)

B Dabr service

m Others {judgments, transfers,
41,196 [36%) transfers of surplus fees, and
proprietary function funds, eoc)

,< Expenditures by Object
N

Average total per capita municipal expenditures by objective (as of 2015): 53,284

o The aperation of business-type activities (nursing, water and sewer, waste, elactric, atc.)
accounts for 42 percent of operating expenditures

» Public works {roads, for instance) accounts for 19 percent of expenditures

o  General government management is the third largest expenditure (17 percent)

B Ganaral gowarnmant

B Public =afety

B Public works
51,373 {42%) 5135 (4%

B Haalth & Social serdcs

5540 (19%] B ylture & Recresticn

B Community davalopment
B Mizcellsneous

517 {0.5%]
51548 (5% m Othars |busingss typa atthities, ato.)

5108 {3%]
s101 {3k
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NEBRASKA MUNICIPAL FINANCE PICTURE BY THE NEBRASKA STATE AND LOCAL FINANCE LAB 2

Municipal Debt
Average total per capita outstanding debt (as of 2015): 51,070

o 24 percent of debt-related expenditures are in the farm of interest

5255 (24%) B Princlpal

B Interests

B|Page
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MEBRASKA MUNICIFAL FINANCE PICTURE BY THE MEBRASKA STATE AND LOCAL FINANCE LAB

Summary of Trends Over Time

Revenues
Totol per capita revenues
Mebrazka's municipalities collected an average of 52,246 per person in 2001 and total per
capita revenues grew annually to 53,950 in 2015; 75 percent during the period, or 5 percent
annually, There is alsg a difference between the groups:
# Pdunicipalities in the big three metropolitan areas have experienced a rather
remarkable pattern in per capita revenues during the peried of study. From 2001 to
2011, per capita revenues grew from 53,018 to 54,524 and since dropped to 53,611
in 2013 before increasing to 54,148 in 2015;
# Pdunicipalities in the ather metro areas exparienced steady revenue growth during
the period: from 51,771 in 2001 ta 53,236 in 2015;
# The revenue pattern for municipalities in the nonametrapolitan regional centers were
similar to cities in the other metropolitan areas: 52,128 per capita in 2001 to 3,601
in 2015;
s Monmetropelitan municipal per capita revenues tracked the statewide pattern -

$2,333 (2001) to 54,193 (2015)

Average Total Per Capita Revenues

Z,000.00
4,500, 00
4.000.00 4
3.500.00
300000
500,00 4
Z,000.00
15001
1000.00 -+
500.00
100
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NEBRASKA MUNICIPAL FINANCE PICTURE BY THE NEBRASKA STATE AND LOCAL FINANCE LAB 10

Total per capita local revenues
On average, total per capita local revenues for Nebraska’s municipalities was 5756 in 2001
while it was 51,649 in 2015; total per capita local revenues grew during the period at a rate of
113 percent, or 8 percent annually. A difference between the areas axists:
# PMunicipalities in the big three metropolitan areas have experienced a conspicuous
pattern in per capita local revenues during the period of study. Fram 2001 to 2012,
per capita local revenues surged upward from $1,227 to 52,460 and then was in
decline in 2013, with 2 mean of 51,882. Local revenues elevated again to 51,992 in
2015;
» Municipalities in the other metro areas experienced a steady growth in per capita
local revenues fram 2001 (5629) te 2010 (51,352). Average per capita local revenues
sharply declined in 2011 {51,100}, but increased again to 51,387 in 2015;
& Monmetropalitan regional centers municipal per capita local revenues tracked the
statewide pattern: S875 (2001) to 51,793 (2015);
# The local revenue pattern for municipalities in the nonmetropolitan areas were
similar to those for municipalities in nonmetropolitan regional centers; 5726 per

capita in 2001 to 51,657 in 2015

Average Total Per Capita Local Revenues

300000
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Total per capita property taxes
Municipalities in Nebraska collected an average of 593 total per capita property taxes in 2001
and it grew annually to $178 in 2015; the growth rate of total per capita property taxes during
the pericd was 92 percent, with an annual rate of 7 percent. The fiscal trend varies by
metropolitan status:
# The marked pattern of total per capita property taxes for municipalities in the big
three metropolitan areas is observed. From 2001 to 2009, per capita property taxes
grew from 5159 to 5278, Conversely, average per capita property taxes were on a
downward path fram 2010 ($272) to 2015(5267);
* Municipalities in the other metro areas have experienced steady property tax growth
during the period: from 594 in 2001 to 5184 in 2015;
o fMunicipalities in the nen-metro regional centers have also experienced a consistent
growth in per capita property taxes during the period: from 587 in 2001 te 5167 in
2015;
& Monmetropalitan munlcipal per capita property taxes tracked the statewide pattern:

from 589 in 2001 to 5173 in 2015

Average Total Per Capita Property Taxes
300.00
250.00 =
20000
150,00 =+
10600 4
EITE R
0.00 T T T T x T T T T ¥ T T T N
2000 100F 2003 P00a 2005 2006 2007 2008 2009 2010 1011 2002 2013 2004 2015
- ow BN rruni palites —— B g thres TR SRR — 5T TEETS ATREE
— - ORI DOTE — N T IR
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MNEBRASKA MUNICIPAL FINANCE PICTURE BY THE NEBRASKA STATE AND LOCAL FINANCE LAB 12

Total! per copita soles taxes
MNebraska's municipalities collected an average of 519 per person in 2001 and total per capita
sales taxes grew annually to 562 in 2015; 228 percent during the period, or 16 percent annually.
There is also a difference between the groups:
# Punicipalities in the big three metropolitan areas have experienced a somewhat
distinct pattern in par capita sales tax collections during the period of study. From
2001 to 2014, per capita sales taxes steadily grew from 559 to 5104. A sharp increase
in per capita sales taxes occurred in 2015, with 2 mean of 5149;
s The sales tax pattern for municipalities in the ether metro areas were similar to
municipalities in the big three metropolitan areas: & constant growth from 2001 (510)
te 2012 (537) and it was followed by a sharp increase from to 573 in 2015;
# funicipalities in the non-metro regional centers experienced constant sales tax
growth during the peried: from 533 in 2001 to 573 in 2015;
# Monmetropalitan municipal per capita sales taxes tracked the statewide pattern; up "y

from 515 (2001) to 560 (2015) ,x;’

Average Total Per Capita Sales Taxes
16000
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MNEBRASKA MUNICIPAL FINANCE PICTURE BY THE NEBRASKA STATE AND LOCAL FINANCE LAB 13

Total per copita motor vehicle taxes
On average, total per capita motor vehicle tax collections for Nebraska's municipalities was 511
in 2001 and grew modestly to 512 in 2015. There is variation in these collections by area:

» Municipalities in the big three metropalitan areas experienced a relatively
consplcuous pattern in per capita motor vehicle taxes, From 2001 to 2012, per caplta
motor vehicle taxes surged steadily upward from 513 to 519 and then sharply
elevated to 524 in 2015;

# Municipalities in the other metro areas exparienced a steady growth in per capita
motar vehicle taxes from 2001 ($11) to 2013 (518). Average per capita motor vehicle
tax collections declined in 2014 [$16) and 2015 (515);

» The motor vehicle tax pattern for municipalities in the nonmetropolitan regional
centers were similar to those for municipalities in the other metro areas: up from 510
in 2001 to 515 in 2015;

* Monmetropalitan municipal per capita mator vehicle taxes tracked the statewide

pattern: $11 (2001) to $18 (2015)

Average Total Per Capita Maotar Wehicle Taxes
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MEBRASKA MUMICIFAL FINANCE PICTURE BY THE NEBRASKA STATE AND LOCAL FINAMNCE LAB 14

Total per capita in-lieu af tax payments
While not a sizable source of revenues, Nebraska municipalities generally receive some
payments in liev of property taxes., Sources of these payments may be the State (e.g., the
acquisition of land for wildlife management purposes), power and/or irrigation districts,
hospitals and/or housing development authorities®. In 2001, municipalities received an average
of 56 total per capita in-lieu of tax payments and average payments grew annually to 512 in
2015, The trend in in-lieu of tax payments varies by metropolitan status:
s The pattern of total per capita in-lieu of tax payments for municipalities in the big
three metropolitan areas has been inconsistent during the perlod. From 2001 to
2007, per capita in-lieu of tax payments dropped from 512 to 57. However, average
per capita in-lieu of tax payments was on the upward path from 2008 (58] to
2015(518);
* Municipalities in the ather metro areas have experienced steady per capita in-lieu of
tax payments from 55 in 2001 to 512 in 2015;
s Municipalities in the non-metro regional centers have also experienced a consistent
growth in per capita in-lieu of tax payments during the period: from 58 in 2001 to 512
im 2015;
* Monmetropalitan municipal per capita in-leu of tax payments tracked the statewida

pattern: from 55 in 2001 to $13 in 2015

! source: hittg:/furww. revenue nebraska_gow/PAD legal/regs/41-In_Lieu_of_Tax_html
l4|Fage
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Averape Total Per Capita In-lieu of Tax Payments
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NEBRASKA MUNICIPAL FINANCE PICTURE BY THE NEBRASKA STATE AND LOCAL FINANCE LAB 16

Total per capita ather local revenues
Mebraska’s municipalities collected, on average, 5628 per person in 2001 in other local
revenues (primarily, user charges and fees) and the amount grew annually to 51,375 in 2015;
119 percent during the period, or 9 percent annually. Similar to other revenue patterns, there
are important differences betwean the groups:
& Municipalities in the blg three metropalitan areas have experienced a somewhat
distinct pattern in per capita other local revenues during the period of study. From
2001 to 2012, per capita other local revenues steadily grew from $983 to 52,059 and
then decreased to 51,534 in 2015;
* The other metro areas, municipalities experienced revenue patterns different from
municipalities in the big three metropolitan areas: A constant growth from 2001
(S509) to 2015 ($1,527) with slight shortfalls from 2011 (S865) to 2014 (5996);
* Punicipalities in the non-metro regional centers experienced constant other local
revenue growth during the period: from $739 in 2001 te 51,527 in 2015;
* Monmetropalitan municipal per capita other local revenues tracked the statewide

pattern: 5606 (2001) to 51,393 (2015)

Average Total Per Capita Other Local Revenues
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MEBRASKA MUNICIFAL FINAMCE PICTURE BY THE NEERASKA STATE AMD LOCAL FINAMCE LAB 17

Total per caplto federal receipts
Some Mebraska municipalities also receive direct payments from the federal government. On
average, total per capita federal receipts for Nebraska’s municipalities was 5147 in 2001 and
5144 in 2015; total per capita federal receipts decreased during the period at a rate of 2
percent, or 0.1 percent annually. A difference betwean the areas axists:
& Municipalities in the big three metropalitan areas have experienced a fluctuating
pattern in per capita federal receipts. From 2001 to 2010, per capita federal receipts
surged upward from 5147 to 5269 and then sharply declined to 5144 in 2015;
» Municipalities in the other metro areas experienced remarkable variations in per
capita federal receipts: the trend was relatively steady from 2001 (5127) to 2008
($107), but fluctuated as shown in 2009 ($106), 2010 ($403) and 2015 (5111);
# The federal receipt pattern for municipalities in the nonmetropolitan regional centers
were similar to those for municipalities in the other metro areas: 5109 in 2001, 5304
in 2010 and $52 in 2015;
* Monmetropolitan municipal per capita federal receipts tracked the statewide pattern:

5160 {2001) to 5181 (2015)

Sverage Total Per Capita Federal Receipts
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Total per caplta state receipts
Municipalities in Nebraska can receive several types of state aid including, highway funds, MIRF,
mator vehicle and/or equalization payments. An average of 5188 in per capita state receipts
was received in 2001 and aid grew annually to 5261 in 2015; the growth rate of total per capita
state receipts during the period was 39 percent, with an annual rate of 3 percent. The trend in
state receipts varies by metropolitan status:
# The marked pattern of total per capita state receipts for municipalities in the big
three metropolitan areas is observed, Average per capita state receipts was relatively
canstant from 2001 (5123) to 2015 (5129). However, municipalities experienced a
higher level of state receipts in 2005 (5244) and 2006 (5156);
o hMMunicipalities in the other metra areas have experienced somewhat steacdy state
receipts from 5176 in 2001 to 5179 in 2015;
& Desplte some fluckuations, municipalitias in the non-metro regional centers have
experienced a consistent growth in state receipts during the period: from 5176 in
2001 to 5203 in 2015;
* Monmetropelitan municipal per capita state receipts tracked the statewide pattern:

from 5199 in 2001 to 5304 in 2015

fdverage Total Per Capita State Receipts
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Expenditures by Type

Totol! per capita expenditures
Mebraska's municipalities spent an average of 51,894 per person in 2001 and total per capita
expenditures grew annually to 53,284 in 2015; 73 percent during the period, or 5 percent
annually, There is also variation in expenditure patterns by group:
# From 2001 to 2011, per capita expenditures in the big three metropolitan areas
steadily grew from 52,540 to $3,880 with some fluctuations (51,845 in 2003, 52,764
in 2005 and 52,396 in 2007 for instance), and then decreased to 53,301 in 2015;
» The expenditure pattern for municipalities in the other metro areas were different
from municipalities in the big three metropolitan areas: constant growth from 2001
(51,481) to 2015 (52,574) with slight drops from 2011 ($2,393) to 2014 (52,327);

# fMunicipalities in the non-metro regional centers exparienced consistent expenditure

s growth during the period: from 51,833 in 2001 to 53,133 in 2015;
Sﬂ # Monmetropalitan municipal per capita expanditures tracked the statewide pattern:

51,963 [2001) to 53,493 (2015)

Average Total Per Capita Expenditures
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Total per capito operating expenditures

Just focusing on operating expenditures (setting aside capital expenditures and debt), average
total per capita expenditures for Nebraska's municipalities was $860 in 2001 and grew to
51,594 in 2015: total per capita operating expenditures increased during the period at a rate of
285 percent, or & percent annually. By grouping we find:

o Municipalities in the blg three metropalitan areas have experienced a fluctuating
pattern in per capita operating expenditures, From 2001 to 2011, per capita
operating expenditures surged upward from 5713 to 51,914 and then declined to
41,319 in 2015:

» Municipalities in the other metro areas experienced consistent growth in per capita
operating expenditures: from S666 in 2001 to 51,191 in 2015;

# The operating expenditure pattern for municipalities in the nonmetropolitan regional
centers were similar to those for municipalities in the other metro areas: 5874 in
2001 and 51,598 in 2015;

# Monmetropolitan municipal per capita operating expenditures tracked the statewide

pattern: 5916 (2001) to 51,712 (2015)

Average Total Per Capita Operating Expenditures
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Total per copito copital expenditures

Capital expenditures accounted for slightly over one-third (36 percent) of total municipal
expenditures in 2015. Over the 15-year period, these expanses, an average, grew from 5673
per capita in 2001 to 51,196 in 2015; 76 percent during the period, or 5 percent annually. By
group, per capita capital expenditures grew at slightly different rates:

o Municipalities in the big three metropolitan areas have experienced a conspicuous
pattern in per capita capital expenditures during the periad of study. Fluctuations
appeared from 2001 to 2008: 51,379in 2001, 5830 in 2003, 51,740 in 2005 and then
5966 in 2007. Since 2009, per capita capital expenditures declined until 2015, with a
mean of 51,088;

# Capital expenditures for municipalities in the other metro areas weare different from
municipalities in the big three metropolitan areas:constant growth from 2001 (5564}
to 2010 (51,184) and a downturn to 5978 in 2015;

» Municipalities in the non-metro regional centers experienced constant capital
expenditure growth from 2001 ($670) to 2010 ($1,387) and then encountered a
decline in capital expenditures to 51,241 in 2015;

* Monmetropelitan municipal per capita capital expenditures tracked the statewide

pattern: $658 (2001) ta $1,248 (2015)

fdyverage Total Per Capita Capital Expenditures
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Total per caplta debt service expenditures
In 2015, debt service accounted for five percent of municipal expenditures. Municipalities in
Mebraska averaged 5120 in total per capita debt service expenditures in 2001 and those
payments grew annually to 5174 in 2015; the growth rate of total per capita debt service
expeanditures during the period was 45 percent, with an annual rate of 3 parcent. The trend in
debt service expenditures varies by metropelitan status;
* Average per caplta debt service expenditures for municipalities in the big three
metropelitan areas was relatively constant from 2001 (5243) to 2006 (5153).
However, municipalities had a higher level of debt service expenditures from 2007
(5339) and 2015 (5380);
# Municipalities in the other metro areas have axperienced a small-scale growth in
debt service expenditures during the period of study: 5123 in 2001 to 5229 in 2015,
with a sharp increase in 2009 (5313);

s Despite some fluctuations, municipalities in the non-metro regional centers have b,
T
experienced a consistency in debt service expenditures during the period: from 5158 f:;*’

in 2001 to 5148 in 2015;
s Monmetropalitan municipal per capita debt service expenditures tracked the

statewide pattern: from 5103 in 2001 to 5153 in 2015

Average Total Per Capita Debt Service Expenditures
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Total per capita other expenditures
An average of total per capita other expenditures (judgments, transfers, transfers of surplus
fees, and proprietary function funds, etc.) for Nebraska's municipalities was 5234 in 2001 while
it was 5319 in 2015; total per capita other expenditures increased during the period at a rate of
36 percent, or 3 percent annually. A difference batweean the areas exists:
# MMunicipalities in the big three metropolitan areas have experienced a fluctuating
pattern in per capita other expenditures; 5204 in 2001, 5 96 in 2005 and $302 in 2006
and 5118 in 2013. Recently, per capita other expenditures surged upward to 5513 in
2015;
» Municipalities in the other metro areas experienced a consistent growth in per capita
ather expenditures: from 5129 in 2001 ta 5176 in 2015;
# The other expenditure pattern for municipalities in the nenmetropaolitan regional

centers were similar to those for municipalities in the other metro areas: 5130 in

s 2001 and 5145 in 2015;
"‘{ﬂ # Nonmetropolitan municipal per capita other expenditures tracked the statewide

pattern: $286 (2001) to 5379 (2015)

Average Total Per Capita Other Expenditures
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Expenditures by Dbject
Another way of looking at municipal expenditures is by object = a classification of expenditures
by services provided, The available expenditure categories are; general government, public
safety, public works, health and social services, culture and recreation and coammunity

development.

Total per capita general government expenditures
Municipalities in Mebraska spent an average of 5279 per capita on general government in 2001
and these expenditures grew annually to 5548 in 2015; the growth rate in total per capita
general government expenditures during the period was 96 percent, with an annual rate of 7
percent. The trend in general government expenditures varies by metropolitan status:
» Municipalities in the big three metropaolitan areas experienced average per capita
general government expenditures growth from 2001 (5313) to 2011 (5927). However,
there has been a decline from 2012 (5605) to 2015 (5594);
# PMunicipalities in the other metro areas have experienced a somewhat steady growth
in general government expenditures from 5238 in 2001 to 5448 in 2015;
* Punicipalities in the non-metro regional centers have also experienced a consistent
growth in general government expenditures during the periad: from 5257 in 2001 to
S489 in 2015;
* Monmetropolitan municipal per capita general government expenditures tracked the

statewide pattern: from 5292 in 2001 to 5583 in 2015
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Total per copita public safety expenditures
Nebraska's municipalities expended an average of 576 per capita in 2001 and total per capita
public safety expenditures grew annually to 5135 in 2015; 78 percent during the peried, or &
percent annually. There is alse a difference between the groups:
# fMunicipalities in the big three metropolitan areas have experienced a genaeral pattern
of growth in per capita public safety expenditures during the period of study. A
steady growth from 2001 (5131) to 2007 (5143), followed by a sharp increase in 2008
(5219). A relatively constant level of per capita public safety expenditures recorded
until 2015, with a mean of 5210;
» The public safety expenditure pattern for municipalities in the other metro areas was
different from municipalities in the big three metropolitan areas: constant growth
from 2001 ($50) to 2015 (5145);

» Municipalities in the non-metro regional centers experienced a constant public safety

expenditure growth from 2001 {$102) to 2015 ($157); b,
» Nonmetropolitan municipal per capita public safety expenditures tracked the ;,};

statewide pattern: $72 (2001) to 5122 (2015)

Awerage Total Per Capita Public Safety Expenditures
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Total per caplta public works expenditures
Average total per capita public works expenditures for Nebraska's municipalities was 5398 in
2001 while it was 5640 in 2015; total per capita operating expenditures increased during the
period at a rate of 61 percent, or 4 percent annually. A difference between the areas exists:
# fMunicipalities im the blg three metropolitan areas have experienced a relatively
constant pattern of per capita public works expenditures fram 2001 ($240) to 2007
($323). However, municipalities had a higher level of per capita public works
expenditures from 2008 (5600) to 2015 (5748), with a deep decline in 2013 [$454);
» Municipalities in the ather metro areas experienced a somewhat consistent pattern
in per capita public works expenditures: from 5433 in 2001 to 5594 in 2015;
s Municipal public works expenditures in the nonmetropalitan regional centers have
consistently grown: 5405 in 2001 and 5626 in 2015;
* Monmetropolitan municipal per capita public works expenditures tracked the

statewide pattern: 5399 (2001) to 5647 (2015)
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Total per capita health and social service expenditiures

Municipalities in Nebraska spent an average of 526 total per capita on health and social service
in 2001 and it declined annually te 517 in 2015; the decreasing rate of total per capita state
receipts during the period was 37 percent, with an annual rate of 3 parcent. The trend in
general government expenditures varies by metropolitan status:

# Pfunicipalities in the big three metropalitan areas experienced a relatively low and
constant level of per capita health and social service expenditures from 2001 (59) to
2015 (33);

s Municipalities in the other metro areas have experienced a similar pattern in per
capita health and social service expenditures with municipalities in the big three
metropolitan areas: from 57 in 2001 to 58 in 2015;

# Pfunicipalities in the non-metro regional canters have also experienced a consistent
pattern in per capita health and social service expenditures during the period: from
56 in 2001 to $12 in 2015;

# Nonmetropolitan municipal per capita health and social service expenditures tracked
the statewide pattern: from 537 in 2001 to 520 in 2015, with a sharp increase in 2010
(539

Average Total Per Capita Health and Social Service Expenditures
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Total per capita culture and recreation expenditures
Mebraska's municipalities expended an average of 571 per capita in 2001 and total per capita
culture and recreation expenditures grew annually to $158 in 2015; 124 percent during the
period, or 9 percent annually. Thera is also a difference batween the groups:
& Municipalities in the blg three metropalitan areas have experienced significant
variation In per capita culture and recraation expenditures during the period of study.
A steady growth from 2001 (596) to 2006 (5251), followed by a sharp decrease in
2007 (569). The same pattern is observed from 2008 (596) to 2015 (5131);
* The culture and recreation expenditure pattern for municipalities in the other metro
areas were different from municipalities in the big three metropolitan areas: A
constant growth from 2001 (557) to 2015 (5146);
* Municipalities in the non-metro regional centers experienced a constant culture and
recreation expenditure growth from 2001 (571) to 2015 (5140);
* Monmetropalitan municipal per capita culture and recreation expenditures tracked

the statewide pattern: 572 (2001) to 5167 {2015)

Average Total Per Capita Culture and Recreation Expendituras
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Total per caplte communlty develapment expenditures
On average, total per capita community development expenditures for Nebraska's
municipalities was $102 in 2001 and it was similar in 2015, with 2 mean of 5101, Difference
patterns are identified according to the metro areas:
* Municipalities in the big three metropolitan areas have experienced a consplcuous
pattern of per capita community development expenditures: from 5466 ta 571 in
2010. Municipalities had a relatively constant level of community development
expenditures frem 2011 (5120) to 2015 (5141);
* Municipalities in the other metro areas experienced a somewhat consistent pattern
in per capita community development expenditures; from $62 in 2001 to 568 in 2015;
¢ Municipal community development expenditures in the nonmetropelitan regional
centers have been stable: from 582 in 2001 to 5104 in 2015:;

s Monmetropelitan municipal per capita community development expenditures

tracked the statewide pattern: 590 (2001) to 5106 {2015) W,
W
)
o
Average Total Per Capita Community Development Expenditures
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Total per copita miscelleneous expenditures
Municipalities in Nebraska spent an average of 590 total per capita miscellaneous expenditures
in 2001 and it was somewhat stable until 2015 (5108). The trend in total per capita
miscellaneous expenditures varies by metropolitan status:
# Pdunicipalities in the big three metropalitan areas experienced a relatively constant
level of per capita miscellaneous expenditures from 2001 (S170) ta 2014 (5156). A
sharp growth recently occurred in 2015 (5575);
# Pdunicipalities in the other metro areas have experienced a consistent pattern in per
capita miscellaneous expenditures: from 537 in 2001 to 554 in 2015;
» Municipalities in the non-metro regional centers have also experienced a consistent
pattern in per capita miscellaneous expenditures during the period of study: from
4172 in 2001 to $195 in 2015:
s Monmetropolitan municipal per capita miscellaneous expenditures tracked the

statewide pattern: fram 578 in 2001 to 569 in 2015

Average Total Per Capita Miscellansous Expenditures
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Debt
Total per copita outstanding debt

Outstanding debt consists of both the capital and the interest an the associated debt,
In 2001, Nebraska's municipalities had an average of 5491 per capita in total per capita
outstanding debt and it grew annually te 51,070 in 2015; 118 percent during the period, or 8
percent anfually, There is also a difference between the groups:
o Municipalities in the big three metropolitan areas have experienced a consistent level
of per capita outstanding debt from 2001 (51,021) to 2007 (51,059), followed by a
sharp increase in 2008 (51,632). A constant pattern is cbserved again from 2009
(62,228) ta 2015 (52,269);
* The outstanding debt pattern for municipalities in the ather metro areas were similar

with municipalities in the big three metropolitan areas: from 5557 in 2001 to 51,438

im 2015;
# Punicipalities in the non-metro regional centers exparienced a constant per capita R
'H.\\ L]
outstanding debt growth from 2001 ($572) to 2015 (51,049); ,-fff

* Monmetropalitan municipal per capita outstanding debt tracked the statewide

pattern: 5418 (2001) to 589% (2015)

Average Total Per Capita Outstanding Debt
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Ligjuidity

Liguidity refers to reserves municipalities have available far “rainy days”, meaning funds to help
with revenue shortfalls, unexpected expenditures and/or to fill gaps in revenue flows so
communities do not need to short-term borrow.

Total per capita cash reserves

Mebraska’s municipalities possessed an average of 5352 per capita in 2001 and total per capita
cash reserves grew annually to 5667 in 2015; 90 percent during the period, or & percent
annually. There is also a difference between the groups:

# Pfdunicipalities in the big three metropolitan areas have experienced a consistent
growth in per capita cash reserves from 2001 (5478) to 2014 (51,093). A sudden
decline was observed in 2015 ($847);

# The cash reserve pattern for municipalities in the other metro areas were similar with

municipalities in the big three metropolitan areas; from 5290 in 2001 to 5661 in

&
/s 2015;
%,
Ny » Municipalities in the non-metro regional centers experienced a constant per capita

cash reserves growth from 2001 (5295) to 2015 (5467);
* Monmetropelitan municipal per capita cash reserves tracked the statewide pattern:

$370 (2001) to $700 (2015)

Average Total Per Capita Cash Reserves
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Appendix 1. Nebraska Counties Classified by Metropolitan Status

- Big 3 metro areas - Crher mstro areas -Hm-ml:tm regional centers |:|Nnn-n:|=lm- Arens

Sources: Metropolitan and Micrapolitan Definitions, the Office of Management and Budgst (OMEB)
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Executive Summary

There are currently 93 counties in Nebraska and they range in population from 426 residents in
fMePherson to over 531,000 in Douglas. In an ara of resource scarcity and greater scrutiny of
public finance, this report offers one of first overviews of county revenues, expenditures, debt

and reserves,

The intent of the report is not to advocate policy or to even study policy decisions, rather it

seaks to provide a context for budgeting and polley discusslons.

Key Findings:

# There iz a great deal of variation in revenues and expenditures based on the location
of a county: Nebraska’s counties exhibit very differant fiscal patterns depending on
their metropolitan status;

# Given the focus on property taxes in Nebrazska, 42 percent of county own-source
revenues came from the property tax;

» 55 percent of county own-source revenues come largely from fees and charges
(utilities, in particular);

» Over 80 percent of total spending are operating expenditures. This is followed by
capital spending, which accounts for 20 percent of total county expenditures;

» Counties’ reliance on debt has increased particularly after the Great Recession,
However, the pattern varies across metro areas;

#  Seemingly, Mebraska counties had a lower level of cash reserves in 2015, equalte 9

percent of total revenues

2|FPage



N

MEBRASKA COUNTY FINAMCE PICTURE BY THE NEBRASKA STATE AND LOCAL FINANCE LAB 3

Introduction

The Mebraska State and Local Finance Lab was established in 2015 with the support of
the University of Nebraska-Omaha's College of Public Affairs and Community Service, and the
Center for Public Affairs Research. The purpase of the Lab is to help stakeholders {citizens,
elected officlals and government staff) better understand state and local finance in Mebraska. it
also serves as a resource for applied and academic research on state and local fiscal policy.

This is the second report produced by the NE State and Local Finance Lab and it focuses
on describing fiscal trends in the NE counties from FY 2001 to FY 2015. For interested
stakehalders (municipalities, counties and single-purpose districts), we can also customize

reports for individual communities.

Approach to Studying NE Counties
Ir this report, we group Nebraska counties into four categaries for analytical purposes:

Big three metro areas, other metro areas, non-metro regional centers and non-metro areas.
The Metropoliton and Micropolitan Definitions defined by the Office of Management and
Budget [OMEB) are used to identify metro and non-metro areas at the county level [see
Appendix 1).

# Asof 2015, 3 counties are categorized as the big 3 metro areas;

« 10 counties are classified as the other metro areas;

# npon-metro regional centers involve 9 counties and;

» the remaining 71 counties are designated as the nan-metro areas.

Demographic and Socio-Economic Attributes
Demggraphic and socio-econemic characteristics of NE counties as of 2014 are
presented below; all statistics are the average of counties in each category. The table offers
several valuable takeaways:
# The aged populaticn in non-metro areas is nearly double that in the big 3 metro

areas (in 2014, 21 percent compared to 10.6 percent);
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Statewide and in each of the four county classifications, unemployment rates
have grown between 2000 and 2014;
Statewide property value grew 109 percent from 2000 ta 2014, by county
clazzification, growth rates were:

o 790 percent in big 3 metro areas;

o 120 percent in the other metro areas;

o 104 percent in the regional centers and;

151 percent in the rural area.

Demographic and socio-economic characteristics

Area Fopulation %ofaging % ofwhite % of pogulation  Property Unamploy-  Howsehald
populatien  popdlation  with bachelor or  valuation ment rate  median

hiEher dzgree 151,000 %] income {&)
Al 000 18,400.7 18.5 95,6 16.6 050,027.9 1.9 33,0067
counties 008 19,0551 19.0 95,0 16.8 1,500,938.5 3.4 41,873.0
M4 19,0524 19.7 95,00 0.3 1,081,401.7 3.9 4E,138.0
Big three G0 2788237 9.3 8E.7 31 12016,850.4 2.5 46,171.0
MELrD ArEAS anga  306,237.0 4.7 BE.5 148  21,486,667.2 5.2 55,171.0
014 330,245.0 10,5 853 365 231174454 5.4 554937
Oiher a0 18,370 14.8 a5.0 17.1 933,123.3 2.2 30,7647
et 009 18,7530 15.0 94,3 19.4 1,502,340.7 4.3 50,7452
A 14 19,3613 16.2 918 1.1 2,185 6945 4.6 55,784.6
Ragianal 00 28,0673 15.9 911 106 1,516,447.3 21 35,1067
centers 2000 33,3179 15.5 a1.0 19.8 2,278,656.2 4.5 43,524.3
014 33,5673 16.0 93.5 71.4 3,001,505, 1 5.0 40,7473
non-metre 2000 6,061,2 19,9 96,4 15,7 366,518,1 1.8 31,2323
areas 009 5,155,2 0.4 95,8 17.9 557,689,7 1.0 30,852.2
oid 5,180.4 1.0 a5 & 16.3 o1 @, 056.3 15 464104

Sowrce: Census 2000; American Commmunity Survey ata 2009 B 2014;
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Fiscal Categories

The fiscal data for Nebraska counties comes from the Nebraska Auditor of Public
Accounts. Nebraska communities are required to annually submit uniform budget information
to the Auditor of Public Accounts. These data are not audited, other than by the State, and are
reported an a cash-basis, rather than modiflied acerual basls required by the Government

Accounting Standards Board,!

The following categeries (all in per capita terms), considered important in the public
budgeting/finance literature illuminating government fiscal structure, are used to paint
Mebrazka’s local finance picture at the county level:

* Ravenues

v Total revenues

v Local revenues: property taxes, sales taxes, mator vehicle taxes, in-leu of tax

paymenks and others

¥ Federal receipts

¥ State receipts
* Expenditures by type

¥ Total expenditures

v Dperating expenditures

¥ Capital expenditures

v Dabt service expenditures

¥ Dther expenditures
* Expenditures by object

v General government expenditures
Public safety expenditures
Public works expenditures
Health and social service expenditures
Culture and recraation expenditures
Community development expenditures
Miscallaneous expenditures

v Total outstanding debt
¥ Dbt principal
v Debt interest

* Liguidity

v Cash reserves

Y Many of the communithes in Nebraska are relatively small and do not produce audited annual financial reports. In
order include all NE counties, we opted to study these budget reports, In doing 5o, we realize that there is
somewhat greater potential for reporting ernor.
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Overview of NMebraska County Budgets

County Revenues
Average total per capita county revenues (as of 2015): 53,082

# 9 percent of county revenue comes from the State
o I percent of local revenue cames from the federal government
» 89 percent of revenue is local source and consists af reserves, taxes, fees and chorges

B Federal receipts

N 5tate receipts

W Local receipts

1 Others [net cash
balarce, transfer in, /

country treasure cash
51,517 (49%) balance, etc.)

51,228 (40%
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County Own-5ource Revenues

Average total per capita local receipts (as of 2015): 51,517

42 percent of local revenues are generated from the property tox
3 percent of local revenues are from the sales tax, motor vehicle tax and in-lieu of tax

payments
55 percent of local revenues include charges, feas and intarest income

[ 5633 (42%) B Property taxes
w841 (35%)

W Sales tax option
B Motor vehicle tax
B In-lieu of tax payments

W Others (charges, fees, interest

110.1%
st :l income, etc,)

$39(2.6%)

53 (0.2%)
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County Other Revenues
Average total per capita other revenues (as of 2015): 51,228

o 77 percent of other revenues are balance forward/cash reserves from the preceding

year
o 23 percent of other revenues include transfers in and county treasure balance

$285 (23%)
B Mt cash balance
W Others (transfers In,

county treasure balances,
#tc.)
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County Expenditures
Average total per capita county expenditures by type (as of 2015): 52,802

# Operating expenditures account for 86 percent of county expenditures
o Capital expenditures account for 20 percent of expenditures
o Debt service accounts for 4 percent of county expenditures

$287(10%)

B Operating expenditures
5103 (4%)

M Capital expenditures
B Debt service

$572 (20%) Pop—

W Others (judgments, transfers,
transfers of surplus fees, etc.)
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Expenditures by Object
Average total per capita county expenditures by objective (as of 2015): 52,802

o Public works (roads, for instance) accounts for 28 percent of expendituras

* The operation of business-type activities (nursing, hospital, water and sewer, waste,
electric, etc.) accounts for 21 percent of operating expenditures

* General government management is the third largest expenditure (18 percent)

W General government
4499 (18%) B

595 (21%
5595 (21%) m Public safaty

B Public warks

2GE (10%
5 i ] m Health & social service

W Culture & Recreation

5775 [28%) B Community development

$21 (1%

» Kiscellaneous

526 (1%) hers (Busi
B Others [Business 't'p'Fl'E'
5133 (5% activities, etc.)
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County Debt
Average total per capita outstanding debt (as of 2015): 5368

# 14 percent of debt-related expenditures are in the form of interest

552 {14%)

W Principal  ® Interest
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Summary of Trends Over Time

Revenues
Totol per capito revenues
Average total per capita revenues for Nebraska's counties in 2001 was 51,218 and it grew
annually to 53,082 in 2015; 153 percent during the period, or 11 percent annually, There is also
a difference between the groups:
+ Big three metropolitan counties have experienced a somewhat steady pattern in per
capita revenues during the period of study, From 2001 to 2011, per capita revenues
grew from $495 to $710 and since dropped to $632 in 2012 before increasing to 5703
in 2015,
» Counties in the other metro areas experienced steady revenue growth during the
period: from $783 in 2001 to 51,914 in 2015;

# The revenue pattern for counties in the nonmetropalitan regional centers was similar

to counties in the other metropolitan areas: up from S698 per capita in 2001 to W,
e
51,392 in 2015; Vi

» Per capita revenues for nonmetropaelitan counties tracked the statewide pattern -

$1,376 (2001) to 53,562 (2015)

Average Total Per Capita Revenues

54,000

53,000

52,000

51,000

40 " i ' . . i '
001 2002 2003 2004 2005 2006 2007 2008 200790 2010 2011 2012 2013 2014

Other metro areas

2015

- Al countlas — Big three meatre areas
MNon-metro areas

= Mon-metro regicnal centars
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Total per caplita local revenues

In 2001, Nebraska counties collected an average of 5561 per capita in local revenues and it rose
annually to 51,517 in 2015; during the period, total per capita local revenues grew at a rate of
170 percent (12 percent annually). The fiscal trend varies by metropolitan status:

# The rather constant pattern of total per capita local revenues for counties in the big
three metropolitan areas s observed. From 2001 to 2015, per capita local revenues
decreased from 5287 to $314;

& Other metro counties have experienced growth in per capita local revenues during
the period: from 5326 in 2001 to 51,030 in 2015. Particularly, there was rapid growth
from 2003 ($294) to 2006 [$753);

» Counties in the non-metro regional centers have also experienced consistent growth
in per capita local revenues during the period: from 5396 in 2001 to 5806 in 2015, A
fluctuating pattern appeared during the years from 2003 (S467) to 2009 (5480);

’ # Monmetropalitan county per capita local revenues tracked the statewide pattern:

s,
“«S from 5626 in 2001 to 51,727 in 2015

Average Total Per Capita Local Revenues

52,000
51,800

51,600 -

51,400
51,200

21,000
SE00
S0

SA400

5200 <
S0 = F 7 t - . . 7 7 ' r + ; 7 ' .
2001 2002 2003 2004 3005 2006 2007 2008 2000 2010 X011 2012 2013 2014 2015

=== Al counties = ig three metro areas e (Ithier mietro areas

Mon-metro regional centers s Non-metro areas
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Total per capite property taxes

On average, total per capita property taxes for Nebraska counties was 5242 in 2001 and it grew

annually to 5633 in 2015; total per capita property taxes grew during the period at a rate of 162

percent, or 12 percent annually. Trends in property taxes by county type:

LA
5700
SO0
5500
5400
L300

5200
5100 4

S0

# Counties in the big three metropolitan areas exparianced modest growth from 2001
to 2008 (5112 per capita to 5182 per capita) and since, per capita property taxes have
been relatively flat ($200 per capita in 2015);

# Counties in the other metro areas experienced growth in per capita property taxes
from 2001 (5164) to 2015 (5405);

» The property tax pattern for counties in the nonmetropolitan regional centers was
similar to those for counties in the other metro areas: 5137 per capita in 2001 to
5331 in 2015;

» Total per capita property taxes for nonmetropolitan counties experienced the largest

increase: up from 5272 (2001) to 5722 (2015) L,

Average Total Per Capita Property Taxes

2001 2002 2003 004 2005 006 2007 2008 2000 2010 2011 2012 2013 2014 2015

- Al countles m— fig three metro areas — Other metro areas

Non-metro areas

— Mon-mietro reglonal centers
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Total per caplto sales taxes
Mebraska's counties collected an average of $0.2 per person in 2001 and total per capita sales
taxes grew modestly to 51.4 in 2015,
» Big three metropalitan counties have generally collected no sales taxes during the
period of study; 50.18 was collected in 2001 whereas per capita sales taxes have
been recorded as 50 from 2002 to 2015;
# The sales tax pattern for counties in the other metro areas were different from
counties in the big three metropolitan areas: rapid growth from 2001 (50) to 2008
(52.54) and it was followed by 2 constant pattern from 2009 (52.51) to 2014 (52.77).
2015 is the year that witness a sharp decline in per capita sales taxes [50.05);
» Counties in the non-metro regional centers have not much relied on sales taxes in
general, except for the years from 2001 (50.04) ta 2005 (52.73):
* Monmetropolitan county per capita sales taxes tracked the statewide pattern: from

4$0.22 (2001) to $1.83 (2015)

Average Total Per Capita Sales Taxes
5§15
513
511 -
59 4
57 4
$5 4
53

. F T —.

51 3001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Other metro areas

- Al counties m—— Big three metro areas

Mon-metro regional canters Mon-metro areas
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Total per capita motor vehicle taxes
On average, total per capita motor vehicle tax collections for Nebraska's counties were 519 in
2001 and grew to 539 in 2015; 108 percent during the period, or & percent annually. There is
variation in these collections by area:
& Counties in the big three metropolitan areas experienced a relatively conspicuous
pattern in per capita motor vehicle tax collections. Fram 2001 to 2007, per capita
motaor vehicle taxes rose from 520 to $29 and then modestly declined to $28 in 2015;
# Counties in the other metro areas experienced relatively steady growth in per capita
motor vehicle taxes from 2001 ($17) to 2015 (537);
» The motor vehicle tax pattern for nonmetropolitan regional center counties were
similar to those for counties in the Big 2 metro areas: up from 517 in 2001 to 530 in
2015;
* Monmetropolitan counties experienced the greatest growth in per capita motor

vehicle taxes tracked the statewide pattern: 519 (2001) to 541 (2015).
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Tota! per caplta In-lieu of tax payments

While not a sizable source of revenues, Nebraska counties generally receive some payments in
lieu of property taxes. Sources of these payments may be the State (e.g., the acquisition of land
for wildlife management purposes), power and/for irrigation districts, haspitals and/or housing
development authorities.? Iin 2001, counties received an average of 52 total per capita in-lieu of
tax payments and average payments grew to 53 in 2015. The trend in in-lieu of tax payments
varies moderately by metropolitan status:

s The pattern of total per capita in-lieu of tax payments for big three metropolitan
counties has somewhat varied during the period. Fram 2001 to 2008, per capita In-
lleu of tax payments increased from 53 to 54. Since 2008, these revenues have been
less stable (53 per capita in 2015);

# Counties in the other metro areas have experienced a modest level of growth in per
capita in-lieu of tax payments from 51 in 2001 to 53 in 2015;

s Mon-metro regienal center counties have also experienced a slight increase in per
capita in-lieu of tax payments during the period: from 52 in 2001 to 54 in 2015;

s Monmetropolitan county per capita in-lieu of tax payments tracked the statewide
pattern: up from 52 in 2001 te 53 in 2015

Awverage Total Per Capita In-liew of Tax Payments
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Total per caplta ather local revenues
Nebraska's counties collected, on average, 5299 per person in 2001 in other local revenues
(primarily, user charges and fees) and the amount grew consistently to $840 in 2015; 181
percent during the period, or at an annual rate of 13 parcent. 3imilar to other revenue patterns,
there are important differences between the groups:
# Counties in the big three metropolitan areas have experienced a somewhat distinct
pattern in per capita other local revenues during the period of study, From 2001 to
2007, an average of per capita other local revenues see-sawed up and down from
5152 to 5229 and then declined to 583 in 2015:
» For the other metro areas, counties experienced revenue growth from 2003 to 2006
(584 to 5469), since then revenues have been relatively flat (5585 in 2015);
# Other local revenues for counties in the non-metro regional centers fluctuated from
2001 to 2010 and has since been stable (5240 in 2001 to 5440 in 2015);
* Monmetropalitan county per capita other local revenues grew steadily from 2001-

2014, then changed little from 2014 to 2015 (5334 in 2001 and 5958 in 2015).

Average Total Per Capita Other Local Revenues
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Total per caplto federal receipts

Over 80 percent of Nebraska counties receive direct payments from the federal government

(including payments from highway safety, crime commission, land use, child support and/or

natural disaster). On average, total per capita federal receipts for Nebraska counties was 512 in

2001 and 548 in 2015; total per capita federal receipts increased during the period at a rate of

290 percent, or 21 percent annually, Sizeable differences exist between the areas:
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# Countles in the big three metropolitan areas have experienced a rather consistent

pattern in per capita federal receipts: from 545 in 2001 to 5129 in 2015, The only
exceptions are 2008 (5131) and 2015 (5129);

¢ Other metro counties also experienced a canstant pattern in per capita federal

receipts: from 514 (2001) to 535 (2015);

# The federal receipt pattern for countles in the nenmetropolitan regional canters was

remarkable: generally constant from 2001 (510) to 2015 (513); but, it spiked in 2004

(5233), 2006 ($222) and 2009 (5296);

* Nonmetropolitan county per capita federal receipts tracked the statewide pattern:

511 (2001) to 550 (2015)
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Total! per copita state receipts
Counties in Nebraska can receive several types of state aid including, homestead exemption,
government subdivision aid, prorate motor vehicle, property tax credit and/or insurance tax
allocation. An average of 5154 in per capita state receipts was received in 2001 and aid grew
annually to 5289 in 2015; 88 percent during the period, with an annual rate of 6 percent. The
trend in state receipts varies by metropelitan status:
* A inconsistent pattern in total per capita state receipts for counties in the big three
metropolitan areas is obhserved. Per capita state receipts changed little from 2001
(539) to 2015 (541), however, sharp increases occurred in some years such as 2003
(5138), 2006 (5138) and 2009 (5150);
o Counties in the other metro areas have experienced steady state receipts from 589 in
2001 te $145 in 2015;
& Counties in the non-metro regional centers have also experianced a consistent
pattern in state receipts during the period: from 563 in 2001 to 594 in 2015; o
& Monmetropalitan counties experienced the greatest growth in per capita state aid f;’

during the period (frem 5179 in 2001 to 5345 in 2015).

Average Total Per Capita State Receipts
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Expenditures by Type

Toto! per capito expenditures

Counties in Nebraska spent an average of 51,111 per person in 2001 and total per capita

expenditures grew annually to 52,802 in 2015; 152 percent during the period, or 11 percent

annually, There s also variation in expenditure patterns by metro status:

* Per capita county expenditures in the big three metropolitan areas have been

relatively constant = up from 5453 in 2001 to 5631 in 2015; in 2012, big three

metropolitan counties experienced a8 modest decrease in per capita expenditures

(5580);

» A somewhat different expenditure pattern is observed for counties in the other

metro areas: constant growth from 2001 ($701) to 2015 (51,779) with a slight dip

from 2007 (51,300) to 2008 (S 1,208);

# Counties in the non-metro regional centers experienced consistent per capita

expenditure growth during the period = up from 5640 in 2001 to 51,299 in 2015;

* Nonmetropolitan county per capita expenditures grew fram 51,257 (2001) to 53,229

(2015)
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Total per caplta operating expenditures
On average, total per capita operating expenditures (setting aside capital expenditures and
debt) for Nebraska's counties was 5809 in 2001 and grew to 51,840 in 2015; it increased during
the period at a rate of 128 percent, or 9 percent annually. By grouping we find:
# Per capita operating expenditures for the big three metropolitan counties have
remained at a relatively constant level: from 5349 (2001) to 5520 (2015);
# Counties in the other metro areas experienced consistent growth in per capita
operating expenditures: from 5478 in 2001 to 51,153 in 2015;
* The operating expenditure pattern for counties in the nonmetropalitan regional
centers were similar to these for counties in the other metro areas: 5483 in 2001 and
$933 in 2015;
s Monmetropelitan counties per capita operating expenditures tracked the statewide

pattern so consistently grew from 5916 (2001) to 52,109 (2015).
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Total per capito capital expenditures
Capital expenditures accounted for about a quarter (20 percent) of total county expenditures in
2015, Over the 15-year period, average capita capital expenditures grew from 5186 in 2001 to
5572 in 2015; 207 percent during the periad, or 15 percent annually. By group, per capita
capital expenditures grew at different rates:
* Countias in the big three meatropalitan areas have experienced a consistent pattern in
per capita capital expenditures during the period of study: from $48 in 2001 to 562 in
2015, A fluctuation appearad in 2011 (5111);
s Capital expenditures for counties in the other metro areas grew from 2001 (5156) to
2015 (5$333) with some variation from 2005 {5191) to 2009 (5178);
s Counties in the nen-metro regional centers experienced constant capital expenditure
growth from 2001 ($82) to 2015 (5209), these expenditures grew most rapidly during
the Great Recession (2008-11), then decreased in 2012 and 2013 before growing the

last two years;

R

s
:E * Monmetropalitan county per capita capital expenditures had strong growth fram

-

5210 (2001) to 5674 (2015)

Average Total Per Capita Capital Expenditures
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Total per caplta debt service expenditures
Debt service generally accounted for four percent of county expenditures. As of 2001,
Mebraska's counties averaged 511 in total per capita debt service expenditures and those
payments grew annually to 5103 in 2015; the growth rate of total per capita debt service
expenditures during the period was 835 percent, with an annual rate of 60 percent. The trend
in debt service expenditures varies by metropolitan status:
* Average per capita debt service expenditures for the big three metro counties
decreased from 2001 (530) to 2006 (514) and has since been stable. The exception is
2012, with a mean of 541;
» Counties in the other metro areas have experienced steady growth in debt service
expenditures during the period: from 510 in 2001 to 5117 in 2015
* Counties in the non-metro regional centers have experienced debt service
expenditures most similar to the big three metro areas — decline from 2001 (521) to
2007 {57) and then a reverse trend to 535 in 2015;
# Similar to the case of other metro counties, nonmetropolitan county per capita debt

service expenditures tracked the statewide pattern; from 59 in 2001 to 5113 in 2015.

Average Total Per Capita Debt Service Expenditures

5140 -
5120
£100 4 /\

580 A L

V# .

S60 +

40 4

520

5':' T T T T ¥ T T T L] T T T T T T |

2001 2002 2003 2004 2005 2006 2007 2008 2000 3010 2011 2012 2013 3014 2015

== Al counties — Rig three metro areas — (Ither metro areas

Mon-metro regional centers s Non-metro areas

24 |Page

LW

4



MEBRASKA COUNTY FINANCE PICTURE BY THE NEBRASKA STATE AND LOCAL FINAMCE LAB 25

Total per capita other expenditures
Average total per capita other expenditures (judgments, transfers, transfers of surplus fees,
etc.) for Mebraska's counties was 5105 in 2001 and 5287 in 2015; the growth rate of total per
capita other axpenditures was 36 parcent during the pariod (3 percent annually). & difference
between the metro areas axists:
# Big three metropolitan countias have axperianced stability in per capita ether
expenditures: from $25 in 2001 to 535 in 2015;
# Counties in the ather metro areas experienced consistent growth in per caplita ather
expenditures: from 557 in 2001 to 5176 in 2015;
» The other expenditure pattern for counties in the nonmetropelitan regional centers
were similar to those for counties in the other metro areas, but shows relatively
slower growth: 554 in 2001 and 5122 in 2015:
s Monmetropelitan county per capita other expenditures outpaced other Mebraska

counties: up from 5122 (2001) to 5334 (2015)

Awverage Total Per Capita Other Expenditures
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Expenditures by Object
Another way of looking at county expenditures is by object = a classification of expenditures by
services provided, The available expenditure categories are: general government, public safety,

public works, health and sacial services, culture and recreation and community development.

Total! per capito general government expenditures
Counties in Nebraska spent an average of 5305 per capita for general government purposes
(e.g., personal services, supplies and materials) in 2001 and these axpenditures grew annually
to 5490 in 2015; the growth rate in total per capita general government expenditures during
the period was 60 percent, or at an annual rate of 4 percent. The trend in general government
expenditures varied by group:
» Counties in the big three metropolitan areas have had rather constant per capita
general government expenditures from 2001 (579) to 2015 (5118). There was a slight
decline from 2011 (5129) to 2012 (5116);
# Counties in the other metro areas have axperienced a somewhat steady growth in
general government expenditures from 5219 in 2001 to 5340 in 2015;
# While there has been fluctuation in general government expenditures for non-metro
regional center counties, the overall pattern changed little during the period (5194 in
2001 to 5189 in 2015);
» Monmetropelitan county per capita general government expenditures grew from

5341 in 2001 to 5565 in 2015
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Total per capito public safety expenditures

Mebraska's counties spent an average of 599 per capita in 2001 on per capita public safety
expenditures and the amount grew annually to 5268 in 2015; 170 percent during the period, or
12 percent annually.
* Counties in the big three metropalitan areas have experienced a generally stable
pattern in per capita public safety expenditures during the period of study: up from
$138 (2001) ta 5222 (2015);
# Public safety expenditures for counties in the other metro areas grew from 2001
(550) to 2015 (5145) and was marked by a jump in 2005 (5286, 2006 (5267) and
2007 (3324);
s Counties in the nen-metro regional centers experienced a constant public safety
expenditure growth from 2001 {$83) to 2015 ($194);
s Monmetropalitan county per capita public safety expenditures were stable: up fram

599 in 2001 to 5271 in 2015

Average Total Per Capita Public Safety Expenditures
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Total per capita public works expenditures
On average, total per capita public works expenditures for Nebraska's counties was 5329 and
775 in 2001 and 2015, respectively; total per capita operating expenditures increased during
the period at a rate of 136 percent, or 10 percent annually. A differance between the areas |s as
fallowrs:
# Counties in the big three metropolitan areas have experienced little change in per
capita public works expenditures fram 2001 (573) to 2015 (598);
# Counties in the other metro areas experienced stable growth in per capita public
works expenditures from 2001 to 2007, then expenditures grew more rapidly to 5462
in 2015;
» County public works expenditures in the nonmetropolitan regional centers have
consistently grown from 5131 in 2001 to 5317 in 2015;

* Monmetropolitan county per capita public works expenditures more than doubled

during this period: 5385 (2001) to 5905 (2015). W
74
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Total per copita health and social service expenditiures

Mebraska's county expenditures on health and human services grew dramatically from 2001

(533 per person) to 2015 (5139 per person); the growth rate of total per capita state receipts

during the period was 322 percent, with an annual rate of 23 percent. The trend in health and

soclal service axpenditures varies by metropolitan status:
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# Counties in the big three metropolitan areas have experienced growth in per capita
health and social service expenditures during the first three years of the study (583 in
2001 and 5101 in 2003), but witnessed the decreasing pattern of per capita health
and social service expenditures from 2004 (598) to 2015 (561);

» Counties in the other metro areas have experienced a conspicuous pattern in per
capita health and social service axpenditures: a consistency in general from %24 in
2001 to 517 in 2015, but remarkable increases from 2004 {$131) to 2007 (5189) ;

# Counties in the non-metro regional centers have also experienced a vary constant
pattern in per capita health and social service expenditures during the period: from
$15 in 2001 to 518 in 2015;

* Monmetropelitan county per capita health and social service expenditures tracked
the statewide pattern: from 534 in 2001 to 5175 in 2015, with sharp growth from
2004 {531) to 2009 (5167)

Average Total Per Capita Health and Social Service Expenditures
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Total per caplta culture and recreation expenditiures
Mebraska's counties spent an average of 57 per capita in 2001 on culture and recreation
expenditures and 526 in 2015; an increase of 248 percent during the period, or 18 percent
annually. There Is also a difference between the groups:
o Except for some earlier years (e.g., 58 in 2001), per capita culture and recreation
expenditures in the big three metropolitan counties grew from 55 in 2004 to 512 in
2015;
# The culture and recreation expenditure pattern for counties in the other metro areas
was different compared to counties in the big three metropalitan areas = consistent
growth from 2001 (52) to 2015 (57);
s Mon-metro regienal center counties have also experienced growth in culture and
recreation expenditures from 2001 (54) ta 2015 (517);
s Monmetropolitan county per capita culture and recreation expenditures grew at the

fastest rate — from 59 (2001) to 530 (2015). W,
A
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Total per caplta community development expenditures
Average community development expenditures for Nebraska's counties was 516 per capita in
2001 and grew modestly to 521 per capita in 2015; up 35 percent during the period, or 2
percent annually, Difference patterns are identified according to the metro areas:
# Counties in the big three metropolitan experienced two yvears of significant groawth —
2011 and 2015 — in community development expenditures (554 and $33,
respectively);
# Counties in the other metro areas also had spikes in but the yvears were different
compared to the big three metro counties — 2001 [556) and 2008 (523);
» Counties in nonmetropolitan regional centers had stable per capita community
development expenditures from 2001 (54) to 2015 ($8), with 2003 being the
exception (S41);

* Monmetropelitan county per capita community development expenditures tracked

)

the statewide pattern: 512 (2001) to 525 (2015).
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Total per capita miscelloneous expenditures

In 2001, Nebraska's counties expended an average of 5106 per capita in miscellaneous
expenditures that include unemployment compensation liabilities, capital/equipment
acquisitions of governmental buildings or facilities, and/or disbursements having no specified
function, and expenditures grew to 5479 in 2015; the growth rate of total per capita
miscellaneous expenditures during the period was 354 percent, with an annual rate of 25
percent. The trend in total per capita miscellaneous expenditures varies by metropolitan status;
s Counties in the big three metropolitan areas maintained a constant level of per capita
miscellaneous expenditures from 2001 (525) to 2014 (526). The data shows that the
big three metrapalitan counties had no miscellaneous expendituras in 2015;
s Counties in the other metra areas have experienced consistent growth in per capita
miscellaneous expenditures: from 572 in 2001 te 5252 in 2015;
& Countles in the non-metro regional centers have alss exparienced an increasing trand
in per capita miscellaneous expenditures during the period of study: from %56 in 2001
to 5256 in 2015;
* Monmetropolitan county per capita miscellaneous expenditures tracked the

statewide pattern; from 5120 in 2001 to 5560 in 2015.

Average Total Per Capita Miscellaneous Expenditures
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Debt
Total per caplita outstanding debt

Qutstanding debt = including capital and interest on the associated debt = for Nebraska's
counties was, on average, 555 per capita in 2001 and it grew annually to $368 in 2015; 570
percent during the period, or 41 percent annually. There is also a difference between the
groups:
# Counties in the big three metropolitan areas have experienced a relatively consistent
level of per capita outstanding debt during the period of the study: from 2001 (578)
to 2007 (565);
» The outstanding debt pattern for counties in the other metre areas is interesting:
there was a consistency from 2001 (596) to 2006 (578) but surged upward to 5204 in
2015 with sorme fluctuation (e.g., 5502 in 2008);

# Counties in the non-metro regional centers expearienced two different trends over

/y time: a relatively low level of per capita outstanding debt from 2001 (556) te 2009
xgﬁ (578) and a higher level of per capita outstanding debt during the period fram 2010
(5292) to 2015 (5246);

» Monmetropolitan county per capita outstanding debt grew from 548 (2001) to 5149
(2015)
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Total per copita debt principal

Per capita debt principal for Nebraska's counties was 538 in 2001 and it grew annually to 5316
in 2015; total per capita debt principal increased during the period at a rate of 726 percent, or
52 percent annually. Different patterns are identified according to the metro areas:

o Per capita debt principal in the big three metropolitan counties was 567 in 2001 and
458 in 2015:

# With some fluctuations, counties in the other metro areas experienced growth in per
capita debt principal: from 564 in 2001 to 5174 in 2015, There was a remarkable
increase in 2007 (5277) compared to 2006 ($63);

s County debt principal in the nonmetropolitan regional centers have increased: from
$47 in 2001 to 5192 in 2015;

s Monmetropelitan county per capita debt principal tracked the statewide pattern; 532
(2001} to 5362 (2015)

Average Total Per Capita Debt Principal
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Total per caplta debt interast

In 2001, Nebraska counties paid, on average, 517 per capita in debt interest and it increasad
annually to 552 in 2015; the growth rate of total per capita debt interest during the period was
213 percent, or at an annual rate of 15 percent. The trend in per capita debt interest varies by
matropolitan status:

# Counties in the big three metropolitan areas experienced a modest decrease during
this 15-year period. Overall, per capita debt interest has declined from 513 in 2001 to
7 in 2015;

s Counties in the other metro areas have experienced a cyclical pattern in per capita
debt interest. From 2001 (532) to 2006 (514), counties had a rather constant level of
debt interest; it dramatically increased in 2007 (5109) and 2008 ($184) then
consistently decreased to 530 in 2015;

* Mon-metro regional center counties have a similar trend in per capita debt interest

A compared to counties in the other metro areas (59 in 2001 and 553 in 2015), but they
-\{ﬂ experienced a rapid increase in debt interast in 2010 (5117);

* Monmetropolitan county per capita debt interest grew from $16 in 2001 to 557 in
2015
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Liguidity

Liquidity refers to reserves counties have available for “rainy days,” meaning funds to help with
revenue shortfalls, unexpected expenditures and/or to fill gaps in revenue flows so

communities do not nead to shart-term barrow,

Totol per capita cash reserves

Mebraska's counties possessed an average of 5106 per capita in 2001 and total per capita cash
reserves grew annually to 5280 in 2015; 162 percent during the period, or 12 percent annually.
There is alzo a difference between the groups:
# Per capita cash reserves for counties in the big three metropolitan areas have been
stable over time = 542 in 2001 to 571 in 2015;
% Per caplta cash reserves for counties in the other metro areas was relatively constant
during the peried: from %89 in 2001 to 5136 in 2015;
» Compared to the statewide pattern, counties in the nan-metro regional centers
experienced constant per capita cash reserves from 2001 (558) to 2015 ($93) though
there were some variations (5125 in 2003 and 5109 in 2009);
s Monmetropelitan county per capita cash reserves grew substantially during the

period: $119 (2001) to $333 (2015)
5350

Average Total Per Capita Cash Reserves
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Appendix 1. Mebraska Counties Classified by Metropolitan Status
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Executive Sumrmary

There are currently 1,542 special purpose districts (SPDs) in Nebraska and they vary widely by
type: agricultural society, airport authority, historical society, fire district, cemetery district,
township, etc, In an era of resource scarcity and greater scrutiny of public finance, this report

offers one of first overviews of SPDs revenues, expenditures, debt and reserves,

The intent of the report is not to advocate policy or to even study policy decisions, rather it

seeks to provide a context for budgeting and policy discusslons.

Key Findings:

# There iz a great deal of variation in revenues and expenditures based on the location
of a district. Nebraska's 5PDs exhibit very different fiscal patterns depending on their
metropolitan status, SPDs in the big three metropolitan area tend to have a larger size
of budgets relative to districts in non-metro counties;

» Given the focus on property taxes in Nebraska, 39 percent of SPD own-source
revenues came from the property tax. The remaining portion of 3PD own-source
revenues come largely from charges, fees and other incomes (e.g., rental and
investment);

# Over &80 percent of total spending are operating expenditures, This Is followed by
capital spending, which accounts for 25 percent of total SPD expenditures;

#  SPDs rellance on debt has increased over time, However, the pattern varies across
metro areas;

» Seemingly, Nebraska 5PDs had a stable level of cash reserves in 2015, equal to 18

percent of total revenues
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Introduction

The Nebraska State and Local Finance Lab was established in 2015 with the support of
the University of Nebrazka-Omaha’s College of Public Affairs and Community Service, and the
Center for Public Affairs Research, The purpose of the Lab is to help stakeholders {citizens,
elected officials and government staff} better understand state and local finance in Nebraska, It
also serves as a resource for applied and academic research on state and local fiscal palicy.

This is the third of the reports produced by the NE State and Local Finance Lab and it
focuses on describing fiscal trends in the Nebraska 5PDs from FY 2001 to FY 2015,

Approach to Studying NE SPDs
In this report, Nebraska SPDs fall into four categories for analytical purposes: Big three

metro areas, other metro areas, noen-metro regional centers and non-metro areas. The
Metropolitan and Micropalitan Definitions defined by the Office of Management and Budget
(OMB) are used to identify metro and non-metroe areas at the county level (see Appendix 1).
SPDz are then classified into the groups according to their geographical affiliation to counties,

s Asof 2015, 307 SPDs are in the big 3 metro areas;

s 175 districts are located in the other metro areas;

# nan-metro regional centers involve 272 SPDs and;

* the remaining 788 SPDs are identified in the non-metro areas.

Socio-Economic Attribute

Due to the lack of data, demographlc and socio-ecanamic information on NE 5PD: are
not available. The only exception is property assessed valuation; the average of property
valuation for 5PDs in each category is presented below. SPDs in the big three metro areas are

relatively strong in terms of valuation than SPDs in any other areas,
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Property valuation [51,000)

Area Al counities Big three metra Other metro arsas  Regional centers non-metno areas
Areas
Yaar 2001 348,057 945,953 356,665 381817 120,240
2006 428,975 77181 474,343 506,168 147,704
2011 587,043 1,310,754 630,969 711,815 213,685
2015 B29,093 1,674,730 239,510 1,059,989 37117

Source: Basic Budget Query 2001-2015, the Mebraska Auditor of Public Accounts

Fiscal Categories

The availability of fiscal data for Nebraska 5PDs comes from the Nebraska Auditor of
Public Accounts [APA). Mebraska communities are required to annually submit uniform budget
information to the Auditor of Public Accounts. Theze data are not audited, other than by the
State, and are reported on a cash-basls, rather than modified acerual basis reguired by the
Government Accounting Standards Board.?

The following categories, considered important in the public budgeting/finance

L
i

AN

literature illuminating government fiscal structure, are used to palnt Nebraska's local finance

picture at the spacial district leval:

* Revenues
*" Total revenues
¥ Local revenues: property taxes, nameplate capacity taxes, in-lieu of tax and
others
¥ Federal receipts
* State receipts
* Expenditures by type
¥ Total expenditures
¥ Operating expenditures
* Capital expenditures
* Debt service expenditures
¥ Other expenditures
* Debt
+ Total cutstanding debt
¥ Debt principal
¥ Debt interest

! Many of the communities In Nebraska are relatively small and do not produce audited annual financial reports. In
arder include all ME SPDs, we opted to study these budget reports. In dalng so, we realize that there is somewhat
greater potential for reporting error.
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* Liguidity
v Cash reserves

It has to be noted that due to the lack of population data, no budget information for
SPDs in this report is in per capita terms, Further, a small number of SPDs are excluded in our

analysis because of some reporting errors the APA data involve.
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MEBRASKA SPECIAL DISTRICT FINANCE PICTURE BY THE NEBRASKA STATE AND LOCAL FINANCE LAB B

Overview of Nebraska SPD Budgets

SPD Revenues
Average total per capita SPD revenues (as of 2015): 5 1,595,669

# 7 percent of SPD revenues comes from the State
# Federal receipts also comprise 7 percent of SPD revenues
s 86 percent of revenues are local source and consists of reserves, taxes, fees and charges

$109,476 (7%) W Federal receipts

£515,330 (32%)
§113,002 (7%)

W State receipis

M Local receipts

N Others [net cazh balance,
investrments, country
treasure cash balance, etc.)
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SPD Own-5ource Revenues
Average total per capita own-source SPD revenues (as of 2015): 857,861

* 38 percent af 5PD revenues are generated fram the property tax

« 0.02 percent of SPD revenues are from the nameplate capacity tax and In-lieu of tax

»  Over 60 percent of SPD revenues include charges, fees, investment income, rental
income, etc,

5519, 763 (61%) B Propaerty taxes

m Mameplate Capacity Tax

$337,956 (30%)

B In Lieu of Tax

m Others [charges, fess,
investment income,

582 (0.01%) retal income, ete.)
$60 {0.01%) ‘
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SPD Other Revenues
Average total per capita other revenues (as of 2015): $515,330

o 40 percent of other revenues are balance forward/cash reserves from the preceding
year

s 40 percent of other revenues come fram investments

# 20 parcent of other revenues include county treasure balance and transfers in

5103,913 (20%) W Net cash balance

B Investrments

.

others |(county treasure
cash balance, transfer in,
etc.)

A

'

$203,508 [40%)
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5PD Expenditures
Average total per capita 5PD expenditures (as of 2015): 51,309,887

* Operating expenditures account for aver 60 percent of SPD expenditures
s Capital expenditures account for 25 percent of expenditures
o Debtservice accounts for 14 percent of 5PD expenditures

$10,189(0.8%)

| Operating expenditures
5177035 (13.6%)

m Capital expenditures

m Debt service
5799,495 [61%)

322,268 [24.6%)

W Others (judgments, transfers,
transfers of suplus fees, etc.)
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SPD Debt
Average total per capita outstanding debt (as of 2015): 5998,084

# 4 percent of debt-related expenditures are in the farm of interest

m Principal

W Interest

ST5EE5E |Tak]

Q
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summary of Trends Over Time

Revenues
Totol revenues
Mebraska's SPDs collected an average of 51,095,191 in 2001 and total revenues grew annually
to 51,595,669 in 2015; 45 percent during the period, or 3 percent annually. There is also a
difference between the groups:
#  5PDsin the big three metropolitan areas have experienced a rather remarkable
pattern in total revenues during the period of study, Total revenues were relatively
stable from 2001 (54,014,611) to 2005 (54,293,434), After a sharp decline in 2006
($2,881,078), total revenues grew to 53,774,925 in 2015;
* SPDsin the other metro areas tracked the statewide pattern: up from $855,68% in
2001 to $1,863,46% in 2015;
* The revenue pattern for SPDs in the nonmetropolitan reglonal centers was similar to
districts in the other metropolitan areas: up from 5904,765 in 2001 to 52,003,493 in
2015;
» MNonmetropelitan SPD revenues consistently grew from 5176,547 (2001) to $500,256
(2015)

Average Total Revenues (51,000)

55,000
54,000

53,000
52,000
51,0000

—

50 T - . . s
2001 2003 2003 2004 200% 2006 2007 2008 009 2010 X011 2012 2013 2014 2015

=== Al 5P0s = Pig three metro areas e [Mther matro areas

Mon-metra r'I':',g_Il:ll"ld| CEnters Maon-metrs areas
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Total local revenues
On average, total local revenues for SPDs in Nebraska was 5413,837 in 2001 while it was
5857,861 in 2015; total local revenues grew during the period at a rate of 107 percent, or 8
percent annually. The fiscal trend varies by metropolitan status:
* Despite some fluctuations, growth In local revenues far SPDs In the big three
metrapalitan areas grew from 51,324,629 in 2001 to 52,023,468 in 2015;
# 5PDsin the other metro areas have experienced a similar pattern in local revenues:
up from 5372,584 in 2001 te 51,155,798 in 2015. There were slight revenue shortfalls
in 2006 (5528,100) and 2011 (5885,494);
» MNonmetropelitan regional centers 5PD local revenues tracked the statewide pattern:
up from $421,371 (2001) to $993,895 (2015);
* Local revenues for SPDs in the nonmetropolitan areas have had a relatively stable

pattern, but also grew censistently: from 596,675 in 2001 to $266,211 in 2015

Average Total Local Revenues (51,000)

52,500 5

52,000 -

21,500 -

51,000 -

L5000 4

50

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 20014 2015

Other metro areas

- | 5P = Rig three metro areas

Mon-metro areas

Man-metre reghonal centers
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Total property taxes
MNebraska's SPDs collected an average of 5112,065 total property taxes in 2001 and it grew
annually to $337,956 in 2015; the growth rate of total property taxes during the peried was 202
percent, with an annual rate of 14 percent. A difference between the areas exists:
# A rapid increase in total property taxes for 5PDs in the big three metropalitan areas is
observed. From 2001 to 2015, property taxes grew from $348,240 to 5858,379;
#  5PDsin the other metro areas have also exparienced steady property tax growth
during the period: from $110,281 in 2001 to 5473,867 in 2015;
* Property taxes for SPDs in the non-metro regional centers tracked the statewide
pattern in general: up from 5105,331 in 2001 to $392,625 in 2015. There was a slight
decline in 2008 (5210,297);
» Compared to SPDs in other areas, the property tax pattern of nonmetropelitan SPDs

was relatively stable; from 530,923 in 2001 to $75,277 in 2015

]

Average Total Property Taxes ($1,000) s

oy

21,000 4
so00
SE00
5700 4
SE00
5500
400 4
5300 -+
SZ00
S1000

5'} T L] L] " T T L3 L} T T L} L] T L3 L ) 1
2001 200F 2003 2004 2005 2006 2007 2008 2000 2010 2011 2012 2013 2014 2015

== Al SPDs = Rlig three metro areas s Cther metro areas

Mon-metro areas

Mon-matro ragional centers
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Tote! nomeplate capacity taxes

Mebraska’s SPDs began to collect nameplate capacity taxes in 2012 ($29) and it grew annually

to 582 in 2015; 178 percent for four years, or 13 percent annually. There is also a difference

between the groups:

5PDs in the big three metropalitan areas have axperienced rapid increase in
nameplate capacity tax collections during the period of study. From 2012 to 2015,
nameplate capacity taxes grew from 540 to 5283, A sharp increase in nameplate
capacity taxes particularly occurred in 2014, with a mean of $272;

The nameplate capacity tax pattern for SPDs in the other metro areas was relatively
stable: from 52 in 2012 to 520 in 2015;

SPDs in the non-metro regional centers have also experienced a constant nameplate
capacity tax pattern during the peried: frem 516 in 2012 to 535 in 2015;
Nonmetropelitan SPD nameplate capacity taxes tracked the statewide pattern: rapid
growth fram 2012 (541) to 2013 (5227) before sharp declines in 2014 (5177) and
2015 ($30)

5300

Average Total Nameplate Capacity Taxes

5250
2200
5150

5100
550
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Total in lleu of taxes
While not a sizable source of revenues, Mebraska SPDs generally receive some payments in lieu
of property taxes. Sources of these payments may be the State (e.g., the acgquisition of land for
wildlife management purposes), hospitals and/or housing development agencies®. On average,
total in llew of tax collections for Nebraska’s SPDs was 586 in 2001 and decreased modestly to
SED in 2015, The decreasing rate of in lieu of taxes during the period was 30 percent with an
annual rate of 2 percent. There is variation in these collections by area:
# 5PDs in the big three metropolitan areas experienced a conspicuous pattern inin lieu
of taxes. During the period, in lieu of taxes declined from 5276 in 2001 to 59 in 2015.
However, some fluctuations are identified: 51,613 in 2003, $ 7,256 in 2007 and
55,696 in 2009;
# 5PDz in the other metro areas experienced a steady pattern in in lied of taxes from
2001 {$33) to 2015 (5107);
s Although there were some fluctuations, the in lieu of tax trend for 3PDs in the
nanmetropalitan regional centers was similar to those for SPDs in the other metro
areas: up from 584 in 2001 to 595 in 2015;
* Monmetropelitan SPD in lieu of taxes also tracked the pattern of nonmetropaolitan

SPDs: 431 (2001) ta 558 (2015)

Average Total Total In Lieu of Tax
58,000 <

56,000 A

54,000 / \ /\
52,000

-
Y W S\ VLI

2001 2002 2003 2004 2005 06 2007 2008 2009 2010 2011 201F 2013 014 RO15

=== Al 5Pk — Big three meatro areas — Other metro areas

Non-metro areas

Mon-metro regicnal centers

! source: hitp:ffwww. revenue nebraska. gov/PADSlegalfregsfa1-In_Lieu_of_Tax_html
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Total other local revenues
Mebraska's SPDs collected, on average, 5301,686 in 2001 in other local revenues (primarily, user
charges, fees, and rentalf/investment income) and the amount grew annually to $519,763 in
2015; 72 percent during the period, or 5 percent annually. 3imilar to other revenue patterns,
there are important differences between the groups:
# Despite some fluctuations, 5PDs in the big three metropolitan areas have had a
somewhat consistent level of other local revenues during the period of study:
$976,113 in 2001 and 51,164,796 in 2015;
* |In the other metro areas, SPDs experienced other local revenue patterns different
from SPDs in the big three metropolitan areas: constant growth from 2001 ($262,269)
ta 2015 (S681,804) with slight shortfalls in 2006 (5326,116) and 2011 (5559,501);
*  5PDs in the non-metro regional canters tracked the statewide pattern: modest
growth in other local revenue from $315,957 in 2001 to 5601,139 in 2015:
¢ Nonmetropolitan SPD other local revenues were relatively even: 565,721 (2001) to

$190,246 (2015)

Average Total Other Local Revenues ($1,000)

51,600
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51,000
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Total federal receipts

Some Nebraska SPDs receive direct payments from the federal governmeant. On average, total

federal receipts for Nebraska’s SPDs was 549,484 in 2001 and 109,476 in 2015; total federal

receipts grew during the period at a rate of 121 percent, or 9 percent annually. & difference

batween the areas exists:

5300
5250
5200
5150
2100

250

S0

- e e Al P05

— Mon-metro regional canters

5PDs in the blg three metropolitan areas have experienced a ralatively constant
increase in federal receipts. From 2001 to 2015, federal receipts surged upward from
582,892 to $230,366. A sharp growth federal receipts occurred in 2011 (5214,001);
SPDs in the other metro areas experienced remarkable variations in federal receipts:
the decreasing trend existed from 2001 (5107,141) to 2012 (547,033) with some
fluctuations in 2005 (5180,876) and 2006 (5192,270). It was followed by growth since
2013 ($109,941) to 2015 (5131,771);

The federal recaipt pattern for SPDs in the nonmatropolitan regional centers was
somewhat similar to those for 5PDs in the big three metro areas; 596,057 in 2001 and
5164,728 in 2015, Some fluctuations are observed in 2004 {$224,595) and 2010
($259,186);

Nonmetropolitan SPD federal receipts have had a constant pattern: 58,919 (2001) to
435,607 (2015)

Average Total Federal Receipts (51,000)

—

01 202 03 04 05 06 2007 2008 2009 10 2011 A012 2013 3014 2015

== Big three metro areas e (Hther metro areas

Non-metro areas

17 |Page

&

Ny
S



MEBRASKA SPECIAL DISTRICT FINANCE PICTURE BY THE NEBRASKA STATE AND LOCAL FINANCE LAR 1B

Totol state receipts
SPDs in Mebraska can receive several types of state aid including, motor vehicle pro-rate, state
aid to core services, grants for technology infrastructure, An average of 5316,685 in state
receipts was received in 2001 and ald declined annually to 5113,002 in 2015; the decreasing
rate of total state receipts during the period was 64 percent, with an annual rate of 5 percent.
The trend in state receipts varies by metropolitan status:
* The marked pattern of tatal state receipts for SPDs in the big three metrapolitan
areas is identified. On average, state receipts were relatively constant from 2007
(5141,441) to 2015 (5247,150). Prior to this, SPDs experienced a sharp decline in state
recelpts from 51,435,433 in 2001 to 2006 (5145,518);
#  SPDz in the other metro areas have experienced somewhat steady state recaipts fram
5147,240 in 2001 to $119,235 in 2015;
#  S5PDz i the non-metro regional centers have also axperlenced a constant pattern in
state receipts during the period: from 151,797 in 2001 to 5220,599 in 2015;

s Nonmetropolitan SPD state receipts were stable: from 513,480 in 2001 ta 518,931 in

2015
Average Total State Receipts (51,000)
51,600
51,400 ™
51,200 <
51,000 -
SE00
SB00 “"
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A0 ; : . . S . — T . )
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Expenditures by Type

Total expenditures

Mebraska's SPDs spent an average of 5911,704 in 2001 and total expenditures grew annually to
51,309,887 in 2015; 44 percent during the period, or 3 percent annually. There is alse variation
in expenditure patterns across metropolitan areas:

# Total expenditures in the big three metropolitan areas grew modestly from 2001
(53,285,161) to 2005 {$32,702,308). In 2006, SPDs experienced a rapid decline in total
expenditures, with a mean of 52,435,948, Then the trend surged upward again to
43,056,366 in 2015:

# The expenditure pattern for 5PDs in the other metro areas was different from SPDs in
the big three metropelitan areas: constant growth from 2001 {5751,146) to 2015
(51,639,741} with a slight drop in 2011 (51,215,085);

* 5PDs in the non-metro regional centers experienced the expenditure pattern similar "
with the state-wide trend: up from 5764,741 in 2001 to 51,623,614 in 2015; f;*

» Nonmetropelitan SPD total expenditures were relatively constant: $154,733 (2001) to
$410,877 (2015)

Average Total Expenditures (51,000)
54,000

53,500 —
53,000 -
52,500 <

52,000
51,500
51,000
S500 ——

a0 = T T T T
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Total operating expenditures

Average total operating expenditures for Mebraska's S5PDs (expenditures for capital
improvement and debt are excluded) was 552,719 in 2001 and grew to $799,495 in 2015; total
operating expenditures Increased during the period at a rate of 45 percent, or 3 percent
annually. By grouping we find:

# 5PDsin the big three metropolitan areas have experienced a fluctuating pattern in
operating expenditures; growth from 2001 (51,754,592) to 2005 (51,899,321), a
large-scale drop in 2006 ($869,363), and a constant increase again frem 2007
($869,883) to 2015 (51,607, 836);

* 5PDsinthe other metro areas experienced constant growth in operating
expenditures: fram $547,080 in 2001 ta 51,072,227 in 2015:

* The operating expenditure pattern far SPDs in the nonmetropeolitan regional centers

was similar to those for SPDs in the other metro areas: 5620,499 in 2001 and

/7 $1,215,567 in 2015;
“S‘“ * Nonmetropolitan SPD operating expenditures had a relatively stable trend: $103,486

(2001) to $261,580 (2015)

Average Total Operating Expenditures (51,000)
2,000
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Total copltal expenditures

Capital expenditures accounted for about one-fourth (25 percent) of total SPD expenditures in
2015, During the period of study, these expenses, on average, grew from 227,538 in 2001 to
5322,268 in 2015; 42 percent during the period, or 3 percent annually. By group, there are large
variations in 5PD capital expanditures:

# 5PDs in the big three metropolitan areas have experienced fluctuations in capital
expenditures over the last 15 years. Generally, capital expenditures have declinad
from 5891,577 in 2001 to $708,404 in 2015. Particularly from 2006 ($807,119) te
2008 (5557,533), there were sharp shortfalls in capital expenditures;

*» The capital expenditure pattern of 3FDs in the other metro areas was largely different
fram thase of SPDs in the blg three metropolitan areas: constant growth from 2001
($170,620) to 2015 ($437,358);

#  5PDs in the non-metro regional centers tracked the state-wide pattern: growth from
2001 (5108,385) to 2015 ($364,357);

* Monmetropolitan SPD capital expenditures annually grew but were relatively even:

$45,541 (2001) to 5123,652 (2015)

Average Total Capital Expenditures [51,000)

51,200
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Total! debt service expenditures

As of 2015, Nebraska SPDs spent about 14 percent of their budgets for debt service purposes.
SPDs in Mebraska averaged 5112,580 in total debt service expenditures in 2001 and those
payments grew annually to 5177,935 in 2015; the growth rate of total debt service
expanditures during the period was 58 percent, with an annual rate of 4 percent. The trend in
debt service expenditures varies by metropolitan status:

o Average debt service expenditures for 5PDs in the big three metropolitan areas
fluctuated: from 2001 (5556,003) to 2008 ($947,002), debt service expenditures
Inereased, hewevar, the trend In debt service expenditures reversed fram 2009
($507,934) and 2015 ($714,359);

#  S5PDs in the other metro areas have experienced modest growth in dabt sarvice
expenditures during the period of study: 531,001 in 2001 to $125,064 in 2015, with a
sharp increase in 2008 (5335,172);

* The debt service expenditure pattern for SPDs in the non-metro regional centers have
had a consistency during the peried: from 521,819 in 2001 to 530,002 in 2015;

» MNonmetropelitan SPD debt service expenditures grew from 54,375 in 2001 to 521,905
in 2015

Average Total Debt Service Expenditures ($1,000)
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Total other expenditures
An average of total other expenditures (judgments, transfers, transfers of surplus fees, etc.) for
Mebraska's SPDs was 518,868 in 2001 while it was 510,189 in 2015; total other expenditures
decreased during the peried at a rate of 46 percent, or 3 percent annually. A difference
between the areas is found:
#  5PDs in the big three metropolitan areas have experienced fluctuation in other
expenditures: for instance, 582,990 in 2001, 523,236 in 2006 and 582,402 in 2010,
Recently, other expenditures declined to 525,712 in 2015;
* SPDsinthe other metro areas experienced a stable pattern in other expenditures
from 2007 ($5,880) to 2015 ($5,092);
* The aother expenditure pattern for SPDs in the nonmetropolitan regional centers was
somewhat similar to the state-wide trend: 514,038 in 2001 and 513,688 in 2015;
s PMNonmetropolitan SPD other expenditures were relatively stable overtime {from
51,330 in 2001 to 53,973 in 2011}, but there have been some changes in recent years
(e.g., 549,838 in 2014)

Average Total Other Expenditures ($1,000)
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Debt
Total cutstanding debt

Outstanding debt consists of both principal and the interest on the associated debt. In 2001,
Mebrazka's SPDs had an average of 5383,659 in total cutstanding debt and it grew annually to
5998,084 in 2015; 160 percent during the period, or 11 percent annually. There is also a
difference between the groups:
# 5FDs in the big three metropolitan areas experienced relatively rapid growth in
outstanding debt from 2001 (51,901,843) to 2014 (54,435,993). Recantly, there was a
drop in outstanding debt (54,213,671 in 2015);
* The outstanding debt pattern for SPDs in the other metro areas rose gradually from
590,647 in 2001 to 5378,850 in 2015;
* 5PDs in the nen-metro regional centers have also experienced a constant increase in
outstanding debt from 2001 (571,042) to 2015 (5172,676):
» Nonmetropelitan SPD outstanding debt also grew annually, but at a slower rate: from

416,802 (2001) to $108,741 (2015)

Average Total Outstanding Debt ($1,000)
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Total debt principal
On average, total debt principal for Nebraska's SPDs was 5250,264 in 2001 and it grew annually
to 5756,858 in 2015; total principal on debt increased during the pericd at a rate of 202
percent, or 14 percent annually. Different patterns are cbserved according to the metro areas:
# 5PDsin the big three metropolitan areas have experienced steady growth in debt
principal frem 2001 (51,224,178) to 2015 (53,157,266). It increased at a relatively fast
rate compared to SPDs in other metro areas;
#  5PDs in the other metro areas also experienced consistent growth in debt principal:
from 569,843 in 2001 to $288,202 in 2015;
* SPD debt principal in the nonmetropolitan regional centers have increased annually:
from 550,831 in 2001 to $138,128 in 2015;
» Nonmetropolitan SPD per capita debt principal grew at the slowest rate: from

$12,907 (2001) to 595,302 (2015)
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Totol debt interest
In 2001, Nebraska 5PDs paid, on average, 5133,385 in debt interest and it increased annually to
$241,226 in 2015; the growth rate of total debt interest during the peried was 81 percent, with
an annual rate of & percent. The trend In debt interest varies by metropalitan status:
¢  5PDs in the big three metropolitan areas experienced growth fram 2001 (5677 ,.664)
to 2010 (51,326,582) when the trend in debt interest reversed in 2011 (51,321,688)
and SPD debt interest payments declined to 51,056,406 in 2015;
# Despite some small-scale fluctuations, 3PDs in the other metro areas have
experienced consistent growth in debt interest: from 520,804 in 2001 to 530,648 in
2015;
* 5PDs in the non-metro regional centers have also exparienced growth in debt interest
from 520,211 in 2001 to 534,548 in 2015;
*» Nonmetropolitan SPDs’ debt interest payments were somewhat stable compared to

" SPDs in other areas: from 53,896 in 2001 to 513,439 in 2015
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Liguidity

Liguidity refers to reserves 3PDs have available for “rainy days”, meaning funds to help with
revenue shortfalls, unexpected expenditures and/or to fill gaps in revenue flows so

communities do not need to short-term barrow,

Totol cosh reserves
Mebraska's SPDs possessed an average of 5183,487 in 2001 and total cash reserves grew
annually to 5285,782 in 2015; 56 percent during the period, or 4 percent annually. There is also
a difference between the groups:
#  5PDs in the big three metropolitan areas experienced decline in cash reserves from
2001 (5729,445) to 2006 (5445,130). This trend changed in 2007 {$482,996), SPD cash
reserves then grew to 5718,558 in 2015;
* The cash reserve pattern for SPDs in the other metro areas tracked the state-wide
pattern: up from 5104,543 in 2001 to 5223,728 in 2015, There was a sudden drop in
2014 (5160,369);
#  5PDs in the non-metro regional centers experianced constant cash reserves grawth
from 2001 (5140,024) to 2015 (5379,879);
o MNonmetropolitan SPD cash reserves were relatively even but grew annually: 521,814

(2001) to 589,379 (2015)

Average Total Cash Reserves (51,000)
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Appendix 1. Nebraska Counties Classified by Metropolitan 5tatus
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