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STATE OF NEBRASKA

Pete Ricketts OFFICE OF THE GOVERNOR
Governor P.O. Box 94848 e Lincoln, Nebraska 68509-4848
Phone: (402) 471-2244 « pete.ricketts@nebraska.gov

January 10, 2018

Mr. President, Mr. Speaker,

and members of the Legislature
State Capitol Building
Lincoln, NE 68509

Dear Mr. President and Members of the Legislature:

Congratulations on the commencement of the Second Session of the 105t Nebraska Legislature.

Today, | am presenting my recommendations for specific mid-biennium adjustments to the enacted
2017-2019 biennial budget. Revenue Chairman Jim Smith is also introducing the Nebraska Property Tax
Cuts and Opportunity Act on my behalf to provide property and income tax relief along with an additional
commitment to workforce development.

Nebraska's families and job creators need tax relief this year so that they can continue to grow our state.
Our proposal has four major components. First, it restructures existing property tax credits as a new
refundable credit on state taxes, which ensures that Nebraskans receive the credits the state provides.
Right now, out of state residents who own property in Nebraska are eligible to receive the credits.
Beginning in 2018, the Act creates a refundable income tax credit for property taxes paid on owner-
occupied homesteads and on agricultural and horticultural land and agricultural improvements. Future
increases in the refundable tax credit would occur when actual General Fund tax receipts exceed the
certified tax receipt forecast by 1 percent or greater.

Second, our proposal also includes a permanent reduction in the state’s non-competitive top individual
income tax rate to provide relief for our families and small businesses. Right now, 90 percent of individual
income taxes paid by Nebraskans are at that top rate, and 90 percent of Nebraska businesses pay the
top individual rate. Third, the Act converts existing tax credits going to business to achieve a reduction in
the top corporate income tax rate to make Nebraska more competitive regionally and nationally. Finally,
the Act provides for an additional $5 million of support in each of FY 2018-19 and FY 2019-20 for
workforce development. These proposals will enable Nebraska’'s families and businesses to grow in
Nebraska.

Since enacting the 2017-2019 biennial budget, the Nebraska Economic Forecasting Advisory Board
lowered its estimate of net General Fund tax receipts by $224 million. The November 2017 Tax Rate
Review Committee report identified a budget gap of approximately $173 million, when considering lower
than anticipated tax receipts for FY 2016-17, lapsed FY 2016-17 appropriations, the downward revision in
2017-2019 biennium tax receipt forecasts, and a preliminary estimate of mid-biennium budget
adjustments during the 2018 legislative session.

| am recommending $103.2 million in appropriation reductions for the 2017-2019 biennium including
across-the-board and specific reductions. Reductions in transfers from the General Fund and increases
in transfers of excess fund balances to the General Fund total $21.7 million. These appropriation
reductions and excess fund balance transfers total $124.9 million. A Cash Reserve Fund transfer to the
General Fund of $108 million is also recommended for FY 2017-18 providing for a remaining Cash
Reserve Fund balance of $274 million at the end of the current biennium.
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Finally, my recommendations include a specific response to each of the mid-biennium requests presented
by the various state agencies, boards, and commissions. These recommendations total $54.8 million in
additional General Fund appropriations, including $35.1 million for child welfare and public assistance and
$15 million for higher Medicaid match requirements.

While you begin your work during this short 60-day legislative session considering the necessary budget
actions to address the downward revision in the estimated tax receipt forecasts, | ask you to give priority
consideration to concerns about Nebraska'’s tax burden and support our effort to provide tax relief.

| again look forward to working with you on these important matters.

ete Ricketts
Governor
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ADMINISTRATIVE SERVICES — STATE BUDGET DIVISION
STAFF LISTING

Gerry A. Oligmueller, State Budget Administrator
Lyn Heaton, Deputy State Budget Administrator

BUDGET ANALYSTS AND THEIR AGENCY ASSIGNMENTS

Gary Bush — Arts Council, Community College Aid, Coordinating Commission for Postsecondary
Education, Education, Educational Lands & Funds, Educational Telecommunications, Historical
Society, Land Surveyors, Library Commission, State College System, University System

Lyn Heaton, Deputy Budget Administrator — Revenue, Tax Equalization & Review, Treasurer

Elton Larson — Foster Care Review Office, Health & Human Services, Industrial Relations, Veterans’
Affairs

Ann Linneman — Abstracters Board of Examiners, Accountability & Disclosure, Barber Examiners,
Electrical Division, Engineers & Architects, Geologists, Landscape Architects, Public
Accountancy, Public Service Commission, Real Estate Commission, Real Property Appraiser
Board, Secretary of State, Blind & Visually Impaired, Deaf and Hard of Hearing

Claire Oglesby — Agriculture, Brand Committee, Corn Board, Dairy Industry Development Board, Dry
Bean Commission, Environmental Quality, Ethanol Board, Fair Board, Game & Parks, Grain
Sorghum Board, Natural Resources, Racing Commission, Wheat Board

Neil Sullivan — Administrative Services, Banking, Economic Development, Insurance, Investment
Council, Labor, Retirement Systems, Tourism Commission

Joe Wilcox — Attorney General, Correctional Services, Criminal Justice, Equal Opportunity, Fire
Marshal, Liquor Control, Military Department, Parole, Public Advocacy, State Patrol, Supreme
Court, Workers’ Compensation Court

Lee Will — Auditor of Public Accounts, Energy Office, Governor, Indian Affairs Commission, Latino
American Commission, Legislative Council, Lieutenant Governor, Motor Vehicle Licensing Board,
Motor Vehicles, Oil & Gas Commission, Power Review Board, Transportation

John Heacock — Administrative Services — Building Division staff consulted for capital construction
related issues

SUPPORT STAFF

Diane Regner, Business Manager
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