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Highlights

General Fund Financial Status

The financial status for the current biennium (FY20 / FY21) as compared to Sine Die of the 2019
Legislative Session has been a fluid situation with 2020 being a tale of two sessions.

First 43 Days

At Sine Die of the 2019 legislative session, the variance from the minimum General Fund reserve
(commonly referred to as the surplus or shortfall) was estimated to be only $.2 million. From that
point until the suspension of the 2020 legislative session, the current financial status is $133.8

Changes in the Financial Status — Current Biennium

Millions of Dollars FY19 FY20 FY21 Total
Variance - Sine Die 2019 Session 0.2
Change in actual receipts & revised forecasts 1314 2759 1301 5374
"Above certified" actual & forecast to CRF-automatic 0.0 (131.4) (275.9) (407.3)
Lapse of FY19 unexpended funds 00 743 0.0 743
Exclude allocation for deficits 0.0 5.0 0.0 5.0
Change in Minimum Reserve, accounting adjustment (2.6) 0.0 (12.0) (14.6)
2020 State Claims (LB 927) 0.0 (0.9 00 (0.9
Lapse excess FY19 reappropriation (mostly Courts) 00 107 0.0 107
Committee - Governors Emergency Program 0.0 (55.2) 0.0 (55.2)
Committee - All Other GF Changes (net) 00 (8.2 (6.2) (2.0)
Transfer-Out Critical Infrastructure Facilities 00 (3.8) 00 (3.8)
Transfer-Out Rural Workforce Housing Investment Fund 0.0 0.0 (10.0) (10.0)
Variance - Committee Proposed Budget (suspended session) 133.8
FY20 Actual vs Est Net Receipts - Baseline revenues 0.0 148 0.0 148
FY20 Actual vs Est Net Receipts -Income tax filing date 0.0 (280.0) 0.0 (280.0)
FY20 Actual vs Est CRF auto transfers ($10.6 vs $275.9) 0.0 00 2652 2652
FY20 Actual vs Est Accounting adjustment 0.0 (3.9 0.0 (3.9
Revenue Forecasts (July 2020) - Baseline 0.0 0.0 (204.4) (204.4)
Revenue Forecasts (July 2020) - Income tax filing date 0.0 0.0 280.0 280.0
Revenue Forecasts (July 2020) - CARES Act tax impact 0.0 0.0 (125.6) (125.6)
Revenue bills enacted - Revenues 0.0 0.0 (135.0) (135.0)
Revenue bills enacted - CRF transfer (LB1107) 0.0 0.0 30.0 30.0
Change in Minimum Reserve 0.0 0.0 4.6 4.6
Increase state claims (LB827) 0.0 0.0 (04) (0.4)
Change in carryover obligations from FY18-19 & 19-20 0.0 7.5 1.2 8.7
Shift budget actions to FY20-21 (lapses) 0.0 (10.7) 19.6 8.9
Shift budget actions to FY20-21 (appropriations) 00 634 (11.2) (7.8
A Bills enacted - All Other 0.0 0.0 27 (27
A Bills enacted - repeal Personal Property Tax Relief (LB1107)0.0 0.0 148 1438
Sine Die 2020 Session 8/13/20 0.9

For expenditure items, a positive number indicates lower expenditures which are a positive

addition to the variance from the minimum reserve.
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million. However,
there have been a
large number of
changes, both positive
and negative

The cause of this
improvement was
mostly attributed to
increases in General
Fund revenues.

Actual and projected
revenues increased by
$537.4 million since
Sine Die 2019. Actual
receipts for FY2018-19
were $131.4 million
above forecast. In
October 2019, the
FY19-20 and FY20-21
forecasts were revised
by the Nebraska
Economic Forecast
Advisory Board
(NEFAB) by a total of
$266.0 million; $160.9
million in FY19-20 and
$105.1 million in FY20-
21. And on February
28, 2020 the NEFAB
increased their
forecasts again, $115
million in FY19-20 and
$25 million in FY20-21



However the FY18-19 and FY19-20 additional revenues were considered “above the certified
forecast” and under current law are required to be transferred to the Cash Reserve Fund, a total of
$407.3. This consisted of the $131.4 million that FY18-19 exceeded forecast, and $275.9 million
from the increase in forecast for FY20-21, $160.9 from the October 2019 revised forecast and
$115 million from the revised February 2020 forecast.

Available funds were further enhanced by expiration and lapse of $74 million of unexpended funds
from the FY18/FY19 biennium.

The Appropriations Committee proposed budget included adjustments amounting to $57.2 million
over the two year period. Cost of the 2019 flood damage accounts for $55.2 million of this net
change. A more detailed breakdown of all the General Fund changes can be found starting on
page 38. And, there was a positive structural balance of $155 million when comparing on-going
appropriations and on-going revenues.

The projected financial status for the following biennium showed a balance $442.9 million above
the minimum reserve. Revenue growth (rate and base adjusted) in the next biennium was
projected at 3.6% per year average using the capped historical average methodology (see page
24). This methodology is used in the absence of an official forecast. This is slightly below the
historical average in light of the 4.5% average of the preceding three years.

Last 17 Days

On March 12 the Legislature suspended the 2020 legislative session due to the COVID-19
outbreak. They returned for three days, March 23-25, to enact LB1198 which used $86 million
from the Cash Reserve Fund to provide funding to address the COVID-19 outbreak. The session
was again suspended with the last 17 days of the 2020 session held July 20 through August 13.

During this time there were several impacts on revenues including actual data for FY2019-20, shift
of income tax from FY20 to FY21 due to extension of the income filing deadline from April to July,
tax implications of the federal CARES Act enacted in March, and a special July meeting of the
Nebraska Economic Forecasting Advisory Board to take into consideration the revenue impact of
the COVID-19 outbreak.

On a positive note, the decline in baseline revenues and CARES Act tax impacts were covered by
amounts that had previously been considered “above forecast” and were to be transferred to the
Cash Reserve Fund (CRF). The impact was basically absorbed by the CRF and not the General
Fund.

One unusual situation was the fact that deficit appropriations that had originally been proposed for
FY2019-20 had to be shifted into FY2020-21 as FY2019-20 was completed in the middle of the
suspended session.

The major budget item that occurred in the last 17 days was enactment of LB1107 which contained
the ImagiNE Nebraska Act, Key Employer and Jobs Retention Act, Renewable Chemical
Production Tax Credit Act, Customized Job Training Act, Nebraska Transformational Projects Act,
and Nebraska Property Tax Incentive Act.

The financial status for the following biennium is now projected at a negative -$787.4 million
above the minimum reserve.
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Revenue growth (rate and base adjusted) in the next biennium is projected at 2.5% per year
average using the average LFO and NDR forecast using IHS Econometrics data. This is $550
million less than the historical average method which yielded a 5.4% average growth using the
capped historical average methodology (see page 24).

Calculation of the projected budget for the following biennium is shown on page 16. The projected
budget increases are based on historical increases for specific areas and existing law in particular
the TEEOSA school aid formula. The net result of the item by item calculation is an overall
spending growth of 2.3% in FY21-22, 4.2% in FY22-23 for a two year average of 3.2%. These
calculations include the annualized impacts of 2020 budget actions.

General Fund Revenues

FY2018-19 and FY2019-20 revenues are actual receipts for those two fiscal years. The only
Nebraska Economic Forecast Advisory Board (NEFAB) July 2020 revenue estimate for FY2020-
21. Attheir July 2020 meeting, the NEFAB had to incorporate several unusual occurrences into
the FY2020-21 forecast. Firstis the extension of the income tax filing date from April to July 2020.
This shifted $280 million from FY2019-20 into FY2020-21 based on the latest estimate.
Furthermore, since the previous NEFAB forecast, Congress enacted the CARES Act in March
2020. This act included multiple impacts on General Fund revenues resulting in a revenue loss of
$125.6 million in FY2020-21, $67.1 million in FY2021-22, and $57.3 million in FY2022-23.

Rate and base adjusted revenue growth is 4.8% in FY19-20 and -3.0% in FY20-21, an average
growth of 0.9%.

Historically for the following biennium or what’s commonly referred to as the “out years”, the
preliminary estimates for FY2021-22 and FY2022-23 are prepared by the Legislative Fiscal Office
(LFO) using the “capped” historical average methodology. This methodology has been successful
when the “out years” are 3 to 4 years in advance of the first forecasts of the Nebraska Economic
Forecast Advisory Board (NEFAB) and reflects the cyclical nature of our revenue stream which
sometimes is not reflected in mid to longer term years in the national models.

In the current situation with the extension of the legislative session into August, the first NEFAB
forecasts for the years in the following biennium are only 2 months away. For planning purposes it
was deemed more appropriate to use Dept. of Revenue and Legislative Fiscal Office tax model
forecasts for those two years at this time because this is what will be presented to the NEFAB in
October. Using the average LFO and NDR forecast using IHS Econometrics data, revenue growth
would be 0.7% in FY21-22 and 4.3% in FY22-23 for a two year average of 2.5% percent. This is
$550 million less than the historical average method which yielded a 5.4% average growth.

General Fund Budget Adjustments

The General Fund budget adjustments made in the 2020 session amount to a net $57.2 million
change in FY2020-21 of which $55.2 million relates to the 2019 flood damage. In addition there
was a reduction in reappropriation of prior year unexpended funds amounting to $19.6 million.
These do not change the appropriation amounts but add to unobligated beginning General Fund
balance.

A more detailed listing of the most significant General Fund adjustments is shown on page 50
while a complete listing is included in Appendix A.
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One unusual situation was the fact that deficit appropriations that normally would have been
funded in FY2019-20 had to be shifted into FY2020-21 as FY2019-20 was completed in the middle
of the suspended session and prior to enactment of the final budget. The following table shows
the total FY2020-21 budget adjustments broken down by what would normally have been FY20
deficits and what would normally have been FY20-21 adjustments.

FY19-20 Deficit ~ FY2020-21 Total
2020 Budget Adjustments (General Funds) Shifted to FY21  Adjustments FY2020-21
Military Dept - Governors Emergency Program, 2019 flood damage 55,240,974 0 55,240,974
Revenue-Adjust Homestead Exemption to actual under current law 4,100,000 5,000,000 9,100,000
Corrections - Pay Increases for Protective Services Staff 2,300,000 5,700,000 8,000,000
DHHS-Lincoln Reg Cntr, ligature risk mitigation CMS accreditation 5,600,000 1,600,000 7,200,000
DHHS - Increased costs, need to utilize staffing agencies (Lincoln & Norfolk) 0 5,000,000 5,000,000
DHHS - Completed ICAP assessments, DD waiver services 0 4,943,181 4,943,181
DHHS - Increase certain behavioral health provider rates (LB 1100) 0 4,140,249 4,140,249
NU+Colleges+DED - Nebraska Career Scholarships 0 4,000,000 4,000,000
DHHS - Increase developmental disability provider rates (LB 827) 0 3,730,149 3,730,149
DHHS - Higher DD waiver Sec 83-1216 priority1 individuals 0 3,689,017 3,689,017
Construction - DAS - Capitol HVAC Project, cash flow 0 3,500,000 3,500,000
Revenue+DED - LB 1107 ImagiNE Act et al (administrative costs) 0 2,412,405 2,412,405

Construction - DAS - Capitol Dome long term repair 1,766,200 0 1,766,200
DHHS - Increase funding, aid to local public health departments (LB 1018) 0 1,500,000 1,500,000
DAS - LB 927 State Claims 1,292,243 0 1,292,243
DHHS - Additional General Fund support, Area Agencies on Aging 0 1,262,878 1,262,878
Courts - Problem solving courts (LB 1017 mental health, LB 1097 young adults) 0 1,095,675 1,095,675
Corrections - Workforce development partnership with PSC 0 1,011,631 1,011,631
Comm Colleges - Increased aid for dual enrollment (LB 894) 0 1,000,000 1,000,000
Coord Comm - Increase funding, Opportunity Grant Program (LB 1050) 0 1,000,000 1,000,000
DHHS - Child Welfare savings, new eastern service area contract 0 (27,000,000)  (27,000,000)
Education - TEEOSA state aid, to NDE calculated per current law 0 (20,300,839)  (20,300,839)
Revenue - LB 1107 ImagiNE Act et al (eliminate Pers Prop Tax Credit) 0 (14,800,000)  (14,800,000)
DHHS-realign appropriation with current spend rates (aid+oper) 0  (8,600,000) (8,600,000)
All Other (net) 596,989 3,471,942 4,068,931
Total Change in General Fund New Appropriations 70,896,406 (16,643,712) 54,252,694
Reduce Prior Year Reappropriations

Courts - Prog 437 Juvenile Justice (10,000,000) 0  (10,000,000)
DAS - Prog 685 Capital Commission (701,601) 0 (701,601)
TEEOSA state aid, to NDE calculated per current law 0 (319,400) (319,400)
DHHS Operations, realign the appropriation level with current spend rates 0  (1,600,000) (1,600,000)
SCHIP, realign the appropriation level with current spend rates 0 (2,000,000 (2,000,000)
Public Assistance, realign the appropriation level with current spend rates 0  (4,000,000) (4,000,000)

Child Welfare savings, new eastern service area contract $6m Prog 33
BSDC, realign the appropriation level with current spend rates (1,000,000) (1,000,000)

o

Reduce reappropriation of prior year unexpended funds (10,701,601)  (8,919,400)  (19,621,001)
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Cash Reserve Fund

At the end of the 2019 legislative session, the unobligated balance was projected at $322.4 million
based on an estimated $45 million transfer related to the April Nebraska Economic Forecast
Advisory Board (NEFAB) forecast for FY2018-19 being above the certified amount. The projected
unobligated balance increased to $455.2 million when FY2018-19 actual receipts were $132.9
million above the April forecast.

The balance was projected to increase to $731 million with the revised forecasts in October 2020
(+$160.9 million) and February 2020 (+115.0 million) and then decline back to $647.5 million due
to using $83.6 million to help cover costs related to the COVID-19 pandemic.

During the break in the legislative session, FY19-20 was completed and the actual receipts were
$10 million above the certified forecast but $275 million below the amount projected in February
and presumed to be going to the CRF resulting in a transfer that was $265 million the prior
projected balance. Most of this was due to the extension of the income tax filing date from April to
July which shifted an estimated $280 million from FY19-20 into FY20-21. The final changes where
a transfer of $60 million of unused COVID-19 funds back to the CRF and then $30 million back to
the General Fund to assist in covering the first year costs of LB1107.

The following table summarizes the chronology of the Cash Reserve Fund from the end of the
2019 session to the end of the 2020 session. A more detailed discussion of the Cash Reserve
Fund is provided on page Error! Bookmark not defined..

Transfers  Transfers CRF

FY19-20  FY20-21 Balance

Sine Die 2019 Session (May 31, 2019) 322.3
FY19 actual receipts above certified forecast 132.9 0.0 455.2
October 2019 forecast "above certified" 0.0 160.9 616.1
February 2020 forecast "above certified" 0.0 115.0 7311
LB 1198-Transfer for COVID-19 outbreak costs (83.6) 0.0 647.5
FY20 actual receipts below February 2020 forecast 0.0 (265.2) 382.2
Unused LB 1198 COVID-19 funds back to CRF 0.0 60.0 4422
LB1007, CRF transfer to assist paying 1st year costs 0.0 (30.0) 412.2
Sine Die 2020 Session 8/13/20 412.2

Legislation Enacted

LB 153 changed taxation of military retirement benefits. It ends the current, elective exclusion for
military retirees and replaced it with a 50% exclusion for all military retirement benefits, to the
extent included in federal AGI, beginning with taxable years beginning on or after January 1, 2022.
Due to the operative date there is no impact on FY20-21 but a revenue loss estimated at $5.4
million in FY21-22 and $13.3 million in FY22-23.
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LB 1107 enacts four different business tax incentives including the ImagiNE Nebraska Act; and
two other programs the Nebraska Transformational Projects Act and the Nebraska Property Tax
Incentive Act. A more detailed explanation of the bill and related costs can be found starting on
page 26.

The ImagiNE Nebraska Act is the state’s primary business tax incentive program and replaces the
Nebraska Advantage Act which expires on December 31. 2020

The Nebraska Transformational Projects Act provides up to $300 million matching funds for a
Nebraska postsecondary institutions with a college of medicine to apply for a federally awarded
project. The institution must make an investment of $1.6 billion, of which $1 billion must be federal
funding and $300 million in private donations at which time the institution is entitled to matching
funds of the remaining $300 million from the state. While the bill doesn’t specify a project, it's
basically intended for the NEXT project at the University of Nebraska Medical Center.

The Nebraska Property Tax Incentive Act provides a refundable income tax credit for property
taxes paid to school districts excluding property taxes levied for bonded indebtedness and property
taxes levied as a result of an override of limits on property tax levies approved by voters. The
credit is a percentage of taxes paid as determined by the Dept. of Revenue so that the total
amount of credits is $125 million for tax year 2020, minimum of $125 million for tax years 2021 to
2023 (depending on state revenue growth) and increasing to a minimum of $375 million in tax year
2024.

The bill also eliminates the Personal Property Tax Relief Act starting in tax year 2020 and and

transfers $30 million from the Cash Reserve Fund to the General Fund to assist in covering the
cost of the bill
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General Fund
Financial Status







General Fund Financial Status
End of 2020 Session (august 13, 2020)

Actual Actual  Current Biennium Following Biennium
FY2018-19  FY2019-20 FY2020-21 FY2021-22  FY2022-23

1 BEGINNING BALANCE

2 Beginning Cash Balance 453,601,627 736,509,690 710,599,887 289,839,313  (91,816,020)
3 Cash Reserve transfers-automatic (61,995,773) (176,378,178)  (10,655,528) 0 0
4 Carryover obligations from FY20 0 0 (360,847,221) 0 0
5 2020 Lapse FY20 reapproriations 0 0 19,620,001 0 0
6 Allocation for potential deficits 0 0 (5,000,000)  (5,000,000)  (5,000,000)
7 Unobligated Beginning Balance 391,605,854 560,131,512 353,717,139 284,839,313  (96,816,020)
s REVENUES & TRANSFERS

9 NetReceipts (Aug 2020 Recert + IHS Avg for out yrs) 4,893,772,504 4,935,872,284 5,125,000,000 4,942,610,000 5,155,391,000
n General Fund transfers-out (current law) (230,300,000) (286,800,000) (286,800,000) (286,800,000) (286,800,000)
n General Fund transfers-in (current law) in actual in forecast in forecast 0 0
r Cash Reserve transfers (current law) 48,000,000 0 0 0 0
1B 2020 Cash Reserve fransfers (new) 0 0 0 0 0
1 2020 General Fund transfers-out 0 0 (13,800,000) 0 0
5 2020 General Fund transfers-in 0 0 500,000 0 0
s 2020 Revenue Bills 0 0 (105,010,928) (140,639,230) (187,431,561)

20

21
22
23
24

25

26

General Fund Net Revenues

APPROPRIATIONS

Expenditures / Appropriations (2019 Session)
Projected budget increase, following biennium
2020 Midbiennium Adjustments

2020 State Claims (LB 927)

2020 "A" Bills

LB 1198 Additional funding, COVID-19 outbreak

General Fund Appropriations
ENDING BALANCE

4,711,472,504 4,649,072,284

4,366,568,668 4,498,603,909

0 0
0 0
0 0
0 0
0 cash fund

4,719,889,072 4,515,170,770 4,681,159,439

4,729,514,204 4,729,514,204 4,729,514,204
0 238,512,852 441,530,580

65,025,169  (64,498,258)  (63,421,732)
1,292,243 0 0
(12,064,718)  (11,702,695)  (12,115,289)
0 0 0

4,366,568,668 4,498,603,909

4,783,766,898 4,891,826,103 5,095,507,763

27 $ Ending balance (per Financial Status) 736,509,690 710,599,887 289,839,313  (91,816,020) (511,164,345)
28 $ Ending balance (at Min. Reserve 3.0%) 288,886,524 276,296,200
29 Excess (shortfall) from Minimum Reserve 952,789 (787,460,544)
30 Biennial Reserve (%) 3.0% -5.1%
General Fund Appropriations
a1 Annual % Change - Appropriations (w/o deficits) 1.3% 3.8% 3.4% 2.3% 4.2%
32 Two Year Average 0.5% - 3.6% - 3.2%
General Fund Revenues
33 Est Revenue Growth (rate/base adjusted) 8.7% 4.8% -3.0% 0.7% 4.3%
34 Two Year Average 6.6% - 0.9% -- 2.5%
35 Five Year Average 4.0% - 3.2% 3.1%
36 On-Going Revenues vs Appropriations 207,188,889 24,400,426 (93,877,826) (376,655,333) (414,348,324)
CASH RESERVE FUND FY2018-19  FY2019-20 FY2020-21 FY2021-22  FY2022-23

Projected Unobligated Ending Balance

333,549,124 426,307,702

412,263,230 412,263,230 412,263,230

Page 8




Chronology of the Financial Status

Sine Die 2019 Legislative Session

Going into the 2019 legislative session, the Legislature was faced with a projected financial status
that was $95 million below the minimum reserve. This was based on the October 2018 revenue
forecasts of the Nebraska Economic Forecast Advisory Board (NEFAB) and a projected budget
estimated at the November Tax Rate Review Committee meeting using an initial pre-session
assessment of General Fund appropriations under current law using both agency requests and
historical trends.

At the end of the 2019 legislative session, the originally enacted FY20/FY21 biennial budget
yielded an unobligated ending balance that was $0.2 million above the minimum reserve.

This $95.3 million swing was accomplished through a combination of transfers from various cash
funds ($97.5 million) and an appropriation level $131 million lower than estimated at the November
TRR meeting partially offset by an increase in transfers to the Property Tax Credit program ($102
million).

2019 Legislative Session

Impact on Variance from Min Reserve (Millions of Dollars) FY17 FY18 FY19 Total
Revenue Forecasts (revised Feb 28, 2019) (80.0) (20.0) (10.0) (110.0)
"Above certified" forecast to CRF negated with lower forecast 0.0 69.3 0.0 69.3
Revenue Forecasts (revised April 25, 2019) 45.0 10.0 0.0 55.0
"Above certified" forecast to CRF negated with lower forecast 0.0 (43.5) 0.0 (43.5)
Revenue bills enacted 0.0 0.3 4.1 4.4
General Fund Transfers In (1.5) 49.5 49.5 97.5
General Fund Transfers Out - Property Tax Credit 0.0 (51.0) (51.0) (102.0)
General Fund Transfers Out - Water Resources Cash 00 @3 (33 (6.6
Change in Minimum Reserve 0.0 0.0 0.5 0.5
Subtotal - Revenue (36.5) 11.3 (10.2) (35.4)
DHHS - FMAP estimate for FFY21, March FFIS 0.0 0.0 315 315
Education - TEEOSA aid estimates vs Nov TRR 0.0 3.2 33.3 36.5
DHHS - Provider rates (2.5% vs request, DD and BH) 0.0 10.3 20.6 30.9
Education - SPED vs Nov TRR 0.0 3.4 6.9 10.3
DHHS - Economic eligibility system suspension 0.0 5.9 5.9 11.8
NU+Colleges - Salary and Health Insurance vs Nov TRR 0.0 2.9 5.9 8.7
DHHS - Medicaid, lower clawback 0.0 4.1 4.2 8.3
All - DAS Charges & Inflation 0.0 25 3.3 5.8
Nat Resource - eliminate new approp, resources dev fund 0.0 3.0 3.0 6.0
DHHS - Public Assistance base reduction 0.0 2.3 2.3 4.5
DHHS - Base reduction, Pub Assistance & Child Welfare 0.0 2.3 2.3 4.5
All - Salary and Health Insurance 0.0 0.2 2.1 2.3
Update Capitol HVAC cash flow 0.0 0.0 0.0 0.0
DCS - One-Time Cash Fund Appropriation Increase 0.0 4.2 0.0 4.2
DHHS - Medicaid: Health insurance provider fee (Prog. 348) 0.0 0.0 (15.5) (15.5)
DHHS - Medicaid expansion (net) vs Nov TRR 0.0 89 (10.3) (1.4
A Bills enacted 00 (15 (.7 (7.2

DHHS -Long term care, base approp, inflation factor language (LB403) 0.0 (3.5) (3.6) (7.2)
DHHS - Rate increase, certain behavioral health providers (LB327) 00 (15 @6) (1
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(table continued) FY19 FY20 FY21 Total

Courts - Increased funding for Problem Solving Courts 00 (@5 (25 (5.0
DHHS - Therapeutic foster care ($2.3M per year) 00 (23 (23 @45
Military - Governors Emergency program 00 (6.00 (@0 (7.0
DCS et al - Additional costs, FOP Protective Services settlement 00 (22 (@5 @7
University - Utilities 00 ©9 (@19 (2.8
Education - voc rehabilitation services to persons on the waiting list 00 (12 (12 (2.4
All other, net 0.0 (0.8) 4.5 3.7
Lapse FY19 reapproriation, lower encumb 19.0 8.5 0.0 27.5
Deficits & State Claims vs Nov TRR (4.0) 0.0 0.0 (4.0
Subtotal - Appropriations 15.0 39.3 76.5 130.7
Total Change — 2019 Legislative Session (21.5) 50.6 66.3 95.3

2019 Interim

During the 2019 interim the General Fund financial status for the FY20/FY21 improved significantly
from $0.2 million to $125.5 million above the minimum reserve.

At the July 2019 meeting of the Tax Rate Review Committee the status improved by a relatively
small amount. Receipts for FY2018-19 were $131.4 million above the forecast used at the end of
the 2019 Legislative Session. However, this amount was all above the certified forecast and by
law transferred to the Cash Reserve Fund. The amount of the minimum reserve increases by $9.2
million due to a technical change in the calculation of the reserve attributed to assuming 100%
expenditure of funds in FY19 at Sine Die versus less than 100% expenditure with FY19 data but
offsetting carryover of unexpended appropriations at the start of the next year. The largest
improvement in the status came from an estimate of lapsed FY19 appropriations. The certification
of encumbrances is not completed until the end of August so at this point an estimated $35 million
of lapsed unexpended appropriations was used based on an evaluation of individual aid programs.

FY2018-19 Actual Data
Impact on Variance from Min Reserve (Millions of Dollars) FY19 FY20 FY21 Total

FY19 Actual vs Est General Fund Net Receipts 131.4 0.0 0.0 131.4
FY19 Actual vs Est CRF transfers-automatic 0.0 (131.4) 0.0 (131.9)
FY19 Actual vs Est Accounting adjustment (2.6) 0.0 0.0 (2.6)
Rounding on revenue numbers 0.0 (0.0 (0.0) (0.0)
Assumed lapse, FY19 unexpended 0.0 35.0 0.0 35.0
Change in Minimum Reserve 0.0 0.0 (9.2) (9.2)
Total Change — FY2018-19 Actual Data 128.8 (96.4) (9.2) 23.2

The status improved more significantly in October 2019 when the FY19-20 and FY20-21 forecasts
were revised by the Nebraska Economic Forecast Advisory Board (NEFAB). At that meeting,
revenue forecasts were increased by a total of $266 million; $160.9 million in FY19-20 and $105.1
million in FY20-21. Because the FY2019-20 forecast had been certified in July, the $160.9 million
was considered as “above forecast” and assumed to be a transfer to the Cash Reserve Fund per
statute.
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October 2019 Revenue Forecasts
Impact on Variance from Min Reserve (Millions of Dollars) FY19 FY20 FY21 Total

Revenue Forecasts (revised Oct 2019) 0.0 160.9 105.1 266.0
"Above certified" forecast to CRF 0.0 0.0 (160.9) (160.9)
Change in Minimum Reserve 0.0 0.0 (3.1) (3.1)
Total Change — Oct 2019 Forecast Revisions 0.0 160.9 (58.9) 102.0

In November 2019, the Tax Rate Review Committee met as required by law and an updated
financial status was presented. Changes included a $39.3 million increase in the amount of lapses
of unexpended reappropriations. The $5 million allocation for deficits was removed and “non-
discretionary” agency requests for mid-biennium budget adjustments were substituted. These
requests totaled $31.6 million over the two year period. A $53 million increase in funding for
Governors Emergency Fund due to the 2019 flood was partially offset by a $33 million reduction in
Child Welfare costs due to a new contract in the Eastern Service Area. At a statutory required
November meeting, estimated amounts needed for TEEOSA school aid for the upcoming fiscal
year were reduced by $11.9 million relative the Sine Die 2019 estimated level which was included
in the FY20-21 appropriations.

Nov 2019 Tax Rate Review Committee
Impact on Variance from Min Reserve (Millions of Dollars) FY19 FY20 FY21 Total

Lapse of FY19 unexpended above July TRR est 0.0 39.3 0.0 39.3
Exclude allocation for deficits 0.0 5.0 0.0 5.0
Military - Governors Emergency Program, 2019 flood damage 0.0 53.0 0.0 53.0
DHHS - Higher costs, use staffing agencies (Lincoln & Norfolk) 0.0 5.0 5.0 10.0
DHHS - Lincoln Reg Center, ligature risk facility changes 0.0 5.6 0.0 5.6
DHHS - Completed ICAP assessments, DD waiver services 0.0 0.0 4.9 4.9
DHHS - Higher DD waiver Sec 83-1216 priority 1 individuals 0.0 0.0 3.7 3.7
DHHS - Lincoln Reg Center, temp staffing, ligature mitigation 0.0 3.2 0.0 3.2
DAS - Capitol Dome long term repair 0.0 1.8 0.0 1.8
Game/Parks - Additional conservation officers 0.0 0.3 0.3 0.7
NETC - Replace tower lighting system, KMNE Bassett 0.0 0.3 0.0 0.3
Game/Parks - Cowboy Trail, flood damage 0.0 0.2 0.0 0.2
Education - Retiree Vacation and Sick Leave Payout 0.0 0.1 0.0 0.1
Historical Society - Retiree leave payout 0.0 0.1 0.0 0.1
DHHS - Eastern Service contract rebasing, Child Welfare 0.0 (6.0) (27.0) (33.0)
DHHS - Public Assistance, reduce base, current spend rates 0.0 (4.0) (4.0) (8.0)
DHHS - SCHIP, reduce base, current spend rates 0.0 (2.0) (2.0) (4.0)
DHHS - DHHS Oper, reduce base, current spend rates 0.0 (1.6) (2.6) 3.2)
DHHS - BSDC, reduce base, current spend rates 0.0 (2.0) (1.0) (2.0)
DAS - Reduce GF and use excess carryover (Capital Comm) 0.0 0.7) 0.0 0.7)
Game/Parks - Reallocate funds, conservation officers 0.0 (0.3) (0.3) (0.7)
Education - TEEOSA state aid,FY20 certified difference 0.0 0.3) 0.0 (0.3)
TEEOSA School Aid revisions (Oct 2019 joint meeting) 0.0 0.0 (11.9) (11.9)
Total Change — Nov 2019 TRR Committee 0.0 (9.2) 10.1 0.8

2020 Legislative Session

The financial status fluctuated significantly during the 2020 legislative session. The session
basically had two parts, the first 43 days in January to March and the last 17 days in July-August
after the session was suspended four months due to the COVID-19 outbreak.
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During the first 43 days, the financial status improved from $126.3 million to $133.8 million above
the minimum reserve.

Revenue forecasts were increased by a total of $140 million; $115.0 million in FY19-20 and $25.0
million in FY20-21. Similar to October 2019, the increase in the FY2019-20 forecast was
considered as “above forecast” and assumed to be a transfer to the Cash Reserve Fund (CRF) per
statute. This $115 million plus the excess from the October forecast of $160.9 million combined for
and estimated $276 million that was estimated to be transferred to the CRF. The small net
increase in revenues was offset by two transfers-out; $3.8 million for the Critical Infrastructure
Facilities and $10 million for the Rural Workforce Housing Investment Fund

The net change in appropriations consisted of a $3.9 million addition to the Midbiennium
adjustments included in the November 2019 TRR meeting. A $32 million decline in the actual
amount needed to fund TEEOSA relative to the October 2019 estimate allowed for the inclusion of
several other large items such as Homestead Exemption and new Dept of Correctional Services
salary plan.

2020 Session — First 43 days
Impact on Variance from Min Reserve (Millions of Dollars) FY19 FY20 FY21 Total

Revenue Forecasts (revised Feb 2020) 0.0 115.0 25.0 140.0
"Above certified" forecast to CRF 0.0 0.0 (115.0) (115.0)
GF Transfer In - interest income from Water Sustainability Fund 0.0 0.0 0.5 0.5
GF Transfer-Out Critical Infrastructure Facilities 0.0 (3.8) 0.0 (3.8)
GF Transfer Out - Rural Workforce Housing Investment Fund 0.0 0.0 (10.0) (10.0)
Change in Minimum Reserve 0.0 0.0 (0.4) (0.4)
Subtotal - Revenue Items 0.0 1112 (99.9) 11.3
2020 State Claims (LB 927) 0.0 (0.9) 0.0 (0.9)
TEEOSA revisions (Jan 2020 NDE vs Oct 2019 est) 0.0 0.0 32.2 32.2
Lapse excess FY19 reapprop (mostly Courts) 0.0 10.7 0.0 10.7
Homestead Exemption deficit 0.0 (4.1) (5.0) (9.1)
DCS - New salary contract 0.0 (2.3) (5.7) (8.0)
DHHS-Increase behavioral health provider rates (LB 1100) 0.0 0.0 (4.1) (4.2)
Colleges, University, DED - Nebraska Career Scholarships 0.0 0.0 (4.0) (4.0)
DHHS-Increase develop disability provider rates (LB 827) 0.0 0.0 (3.7) 3.7)
Construction-DAS - Capitol HVAC Project, cash flow 0.0 0.0 (3.5) (3.5
Governors Emerg Program, net change vs Nov TRR 0.0 (2.2) 0.0 (2.2)
DHHS-Increase funding, public health department aid (LB 1018) 0.0 0.0 (2.5) (1.5)
DHHS-Increase funding, Area Agencies on Aging 0.0 0.0 (1.3) 1.3)
Courts - Problem solving courts (mental health, young adults) 0.0 0.0 (1.1) (1.2)
Comm Colleges-Increased aid for dual enrollment (LB 894) 0.0 0.0 (2.0) (1.0
Coord Comm-Increase funding, Opportunity Grant (LB 1050) 0.0 0.0 (1.0) (1.0)
DCS - workforce development partnership with PSC 0.0 (0.5) (0.5) (1.0
All Other appropriation changes 0.0 (0.7) (3.6) (4.3)
Subtotal - Appropriations Items 0.0 0.0 (3.9 (3.9)
Total Change — First 43 days, 2020 Session 0.0 111.2 (103.8) 7.5

On March 12 the Legislature suspended the 2020 legislative session due to the COVID-19
outbreak. They returned for three days, March 23-25, to enact LB1198 which used $86 million
from the Cash Reserve Fund to provide funding to address the COVID-19 outbreak. The session
was then again suspended with the last 17 days of the 2020 session held July 20 through August
13.
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During this time there were several impacts on revenues including actual data for FY2019-20, shift
of income tax from FY20 to FY21 due to extension of the income filing deadline from April to July,
tax implications of the federal CARES Act enacted in March, and a special July meeting of the
Nebraska Economic Forecasting Advisory Board to take into consideration the revenue impact of
the COVID-19 outbreak.

On a positive note, the decline in baseline revenues and CARES Act tax impacts were covered by
amounts that had previously been considered “above forecast” and were to be transferred to the
Cash Reserve Fund (CRF). The impact was basically absorbed by the CRF and not the General
Fund.

One unusual situation was the fact that deficit appropriations that had originally been proposed for
FY2019-20 had to be shifted into FY2020-21 as FY2019-20 was completed in the middle of the
suspended session.

The major budget item that occurred in the last 17 days was enactment of LB1107 which contained
the ImagiNE Nebraska Act, Key Employer and Jobs Retention Act, Renewable Chemical
Production Tax Credit Act, Customized Job Training Act, Nebraska Transformational Projects Act,
and Nebraska Property Tax Incentive Act.

2020 Session — Last 17 days
Impact on Variance from Min Reserve (Millions of Dollars) FY19 FY20 FY21 Total

FY20 Actual vs Est GF Revenue - Baseline revenues 0.0 14.8 0.0 14.8
FY20 Actual vs Est GF Revenue - Income tax filing date 0.0 (280.0) 0.0 (280.0)
FY20 Actual vs Est CRF transfers-automatic ($10.6 vs $275.9) 0.0 0.0 265.2 265.2
FY20 Actual vs Est Accounting adjustment 0.0 3.9 0.0 3.9
Revenue Forecasts (revised July 2020)-Baseline revenue 0.0 0.0 (204.4) (204.4)
Revenue Forecasts (revised July 2020)-Income tax filing date 0.0 0.0 280.0 280.0
Revenue Forecasts (revised July 2020)-CARES Act tax impact 0.0 0.0 (125.6) (125.6)
Revenue bills enacted - Revenues 0.0 0.0 (135.0) (135.0)
Revenue bills enacted - CRF transfer 0.0 0.0 30.0 30.0
Change in Minimum Reserve 0.0 0.0 4.6 4.6
Subtotal - Revenue Items 0.0 (269.1) 1149 (154.3)
Increase state claims 0.0 0.0 (0.4) (0.4)
Change in carryover obligations from FY18-19 & 19-20 0.0 7.5 1.2 8.7
Shift budget actions to FY20-21 (lapses) 0.0 (10.7) 19.6 8.9
Shift budget actions to FY20-21 (appropriations) 0.0 63.4 (71.2) (7.8)
A Bills enacted - All Other 0.0 0.0 (2.7) 2.7)
A Bills enacted - repeal Personal Property Tax Relief (LB1107) 0.0 0.0 14.8 14.8
Subtotal - Appropriations Items 0.0 60.2 (50.8) 9.4
Total Change — Last 17 days, 2020 Session 0.0 (208.9) 64.0 (144.9)
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Table 1 Chronolo

(Shows impact of individual Items and then

gy of the Financial Status
the subsequent variance from the minimum reserve)

Current Biennium Following Biennium

Millions of Dollars FY19-20 FY20-21 3 YrTotal FY21-22 FY22-23 5 Yr Total
Sine Die 2019 Session (May 31, 2019) 0.2 89.5
FY19 Actual receipts vs April 2019 Forecast 0.0 0.0 131.4 0.0 0.0 1314
FY20 & FY21 Revenue Forecasts (revised Oct 2019) 160.9 105.1 266.0 48.9 0.0 3149
"Above certified" actual & forecast to CRF-automatic (131.4) (160.9) (292.3) 0.0 0.0 (292.3)
FY19 Actual vs Est Accounting adjustment 0.0 0.0 0.0 0.0 0.0 0.0
Lapse of FY19 unexpended funds 74.3 0.0 74.3 0.0 0.0 74.3
Exclude allocation for deficits 5.0 0.0 5.0 0.0 0.0 5.0
2020 Midbiennium Budget Adjustments (estimated) (53.6) 22.0 (31.6) 22.0 22.0 12.3
TEEOSA School Aid revisions (Oct 2019 joint meeting) 0.0 (11.9) (11.9) 40.0 48.5 76.6
Change in Minimum Reserve 0.0 (12.2) (14.8) 0.0 6.8 (8.0)
November 2019 Tax Rate Review Committee 126.3 403.7
2020 State Claims (LB 927) (0.8) 0.0 (0.8) 0.0 0.0 (0.8)
Lapse excess FY19 reappropr (mostly Courts) 10.7 0.0 10.7 0.0 0.0 10.7
Governors Emerg Program, net change (2.2) 0.0 (2.2) 0.0 0.0 (2.2)
Homestead Exemption deficit 4.1) (5.0) (9.1) (5.0) (5.00  (19.1)
DCS - New salary contract (2.3) (5.7) (8.0) (8.7) (11.7)  (284)
DCS - workforce development partnership with PSC (0.5) (0.5) (1.0) (0.7) (1.0) (2.7)
Colleges, University, DED - Nebraska Career Scholarships 0.0 (4.0) (4.0) (8.0) (12.0)  (24.0)
TEEOSA revisions (Jan 2020 NDE vs Oct 2019 est) 0.0 32.2 32.2 41.0 379 11141
All Other spending items (0.7) (0.3) (1.0) (0.3) (0.3) (1.6)
GF Transfer-Out Critical Infrastructure Facilities (3.8) 0.0 (3.8) 0.0 0.0 (3.8)
Committee Preliminary Budget - 2020 139.3 442.9
Revenue Forecasts (revised Feb 2020) 115.0 25.0 140.0 25.0 0.0 165.0
"Above certified" forecast to CRF 0.0 (115.0) (115.0) 0.0 0.0 (115.0)
Additional 2020 State Claims (LB 927) (0.1) 0.0 (0.1) 0.0 0.0 (0.1
GF Transfer In - interest income Water Sustainability Fund 0.0 0.5 0.5 0.0 0.0 0.5
GF Transfer Out - Rural Workforce Housing Investment Fund 0.0 (10.0) (10.0) 0.0 00 (10.0)
DHHS-Certain behavioral health provider rates( LB 1100) 0.0 4.1) 4.1) 4.1) 4.1) (12.4)
DHHS-developmental disability provider rates (LB 827) 0.0 (3.7) (3.7) (3.7) 3.7) (112
Construction-DAS - Capitol HVAC Project, cash flow 0.0 (3.5) (3.5) 14 2.1 0.0
DHHS-aid to local public health departments (LB 1018) 0.0 (1.5) (1.5) (1.5) (1.5) (4.5)
DHHS-Increase GF support, Area Agencies on Aging 0.0 (1.3) (1.3) (1.3) (1.3) (3.8)
Courts - Problem solving courts (mental health, young adults) 0.0 (1.1) (1.1) (1.1) (1.1) (3.3)
Comm Colleges-Increased aid for dual enroliment (LB 894) 0.0 (1.0) (1.0 (1.0) (1.0) (3.0)
Coord Comm-Opportunity Grant Program (LB 1050) 0.0 (1.0) (1.0 (1.0) (1.0) (3.0)
All Other appropriation changes (0.0) (3.3) (3.3) (3.3) (3.3) (9.9)
Change in Minimum Reserve 0.0 (0.4) (0.4) 0.0 (0.7) (1.0)
Committee Budget to the Floor - 2020 133.8 4311
FY20 Actual vs Est General Fund Net Receipts (265.2) 0.0 (265.2) 0.0 00 (265.2)
FY20 Actual vs Est CRF transfers-automatic 0.0 265.2 265.2 0.0 00 2652
FY20 Actual vs Est Accounting adjustment (3.9) 0.0 (3.9) 0.0 0.0 (3.9)
Shift budget actions to FY20-21 (lapses) (10.7) 19.6 8.9 0.0 0.0 8.9
Shift budget actions to FY20-21 (approriations) 63.4 (71.2) (7.8) 0.0 0.0 (7.8)
Change in carryover obligations from FY18-19 7.5 0.0 7.5 0.0 0.0 7.5
Change in Minimum Reserve 0.0 0.1 0.1 0.0 (0.3) (0.1)
With FY19-20 Actual Data, start of July Session 138.6 435.6
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Current Biennium

Following Biennium

(table continued) FY19-20 FY20-21 3 YrTotal FY21-22 FY22-23 5 Yr Total
Revenue Forecasts (revised July 2020) 0.0 (50.0) (50.0) (421.4) (392.6) (864.0)
"Above certified" forecast to CRF 0.0 0.0 0.0 0.0 0.0 0.0
Change in Minimum Reserve 0.0 1.5 1.5 0.0 25.2 26.6
Post NEFAB Forecast 7/23/20 90.1 (401.8)
Increase state claims 0.0 (0.4) (0.4) 0.0 0.0 (0.4)
Adjustment to carryover obligations 0.0 1.2 1.2 0.0 0.0 1.2
Revenue bills enacted 0.0 (105.0) (105.0) (140.6) (187.4) (433.1)
A Bills enacted 0.0 12.1 12.1 1.7 12.1 35.9
Update out year estimates 0.0 0.0 0.0 0.0 0.0 0.0
Rounding on revenue numbers 0.0 0.0 0.0 0.0 0.0 0.0
Change in Minimum Reserve 0.0 3.1 3.1 0.0 1.7 10.8
Sine Die 2020 Session 8/13/20 0.9 (787.4)
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Assumptions - Following Biennium

The following area describes the assumptions used in developing an estimated financial status for
the biennium following the current biennial budget. This “following biennium” will become the
biennial budget that will be enacted during the 2021 legislative session. It is important to note that
these estimates will be revised throughout the budget planning and development process before
and during the 2021 legislative session.

Revenues

The Nebraska Economic Forecast Advisory Board (NEFAB) does not make official forecasts for
the following biennium or what's commonly referred to as the “out years”. Historically the revenue
estimates used for the following biennium (FY21-22 and FY?22-23) are prepared by the Legislative
Fiscal Office (LFO) using the “capped” historical average methodology. This “smoothing”
technique derives a revenue growth for the “out years” by calculating the level of revenues that
would yield a five year average growth (FY18 to FY23) roughly equal to the historical average from
FY81 to FY19 (4.75%) less .25% which is the projected impact of indexing the tax brackets as
enacted in LB987 (2014). Inherent in this methodology is the concept that within any five-year
period, below average revenue growth in some years will be offset by above average growth in
others and is visually seen in the line graph of historical adjusted revenue growth.

This methodology has been successful when the “out years” are 3 to 4 years in advance of the first
forecasts of the Nebraska Economic Forecast Advisory Board (NEFAB). This method is helpful in
reflecting the cyclical nature of our revenue stream which sometimes is not reflected in mid to
longer term years in the national models.

However in the current situation with the extension of the legislative session into August, the first
NEFAB forecasts for the years in the following biennium are only 2 months away. For planning
purposes it was deemed more appropriate to use Dept. of Revenue and Legislative Fiscal Office
tax model forecasts for those two years at this time because this is what will be presented to the
NEFAB in October. Using the average LFO and NDR forecast using IHS Econometrics data, the
forecast would average 2.5%. Using the average LFO and NDR forecast using IHS Econometrics
data, revenue growth would be 0.7% in FY21-22 and 4.3% in FY22-23 for a two year average of
2.5% percent. This is $550 million less than the historical average method which yielded a 5.4%
average growth.

Spending

For the “following biennium” (FY2019-20 and FY2020-21), the budget numbers reflect the
annualized impact of the 2019 budget actions plus an estimate of future year increases in
entitlement programs, salary and health insurance increases, and other funding requirements that
are normally not optional. It is an estimate based on “current law”, i.e. an estimate of future
obligations with no change to the underlying law.
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Table 2 Projected Budget Increases-Following Biennium
(includes on-going impact of 2019 and 2020 budget actions)

Annual % Change Projected Increases
Dollar Changes from FY21 Base Year FY22 FY23 2 YrAvg FY2021-22 FY2022-23
FY2020-21 Base Appropriation 4,783,766,898 4,783,766,898
Aid to K-12 Schools (TEEOSA GF only) 2.3% 6.4% 4.3% 23,462,830 89,950,199
Special Education 2.5% 2.5% 2.5% 5,776,994 11,698,413
Community Colleges 3.5% 3.5% 3.5% 3,589,542 7,304,718
Homestead Exemption -1.3% 2.8% 0.8% (1,340,000) 1,502,800
Aid to ESU's 2.5% 2.5% 2.5% 353,980 716,809
Governor's Emergency program -- -- -- (55,240,974) (55,240,974)
Other (Aid-Local) 0 0
Medicaid 4.5% 4.5% 4.5% 39,414,347 80,485,630
Medicaid Expansion 42.3% 3.9% 23.1% 18,553,208 20,970,007
Public Assistance 3.7% 3.7% 3.7% 3,176,469 6,464,114
Child Welfare Aid 5.2% 5.2% 5.2% 8,951,617 18,306,057
Developmental Disability aid 3.7% 3.7% 3.7% 5,795,736 11,823,302
Behavioral Health aid 2.5% 2.5% 2.5% 1,799,888 3,644,774
Children's Health Insurance (SCHIP) 5.8% 5.7% 5.7% 1,373,726 2,809,270
Nebraska Career Scholarships 100.0% 50.0% 75.0% 4,000,000 8,000,000
Business Innovation Act -- -- -- 4,000,000 4,000,000
All Other (Aid-Ind) 0.0% 0.0% 0.0% 838,177 1,106,207
Employee Salaries - State Agencies 2.6% 3.0% 2.8% 14,590,292 31,827,842
Employee Health Insurance - State Agencies 6.0% 6.0% 6.0% 5,676,415 11,693,416
University/Colleges increased funding 3.7% 3.7% 3.7% 24,933,907 50,671,213
Operations increase - State Agencies 2.0% 2.0% 2.0% 3,043,448 6,147,765
Juvenile Services - Courts 2.5% 2.5% 2.5% 1,363,365 2,760,815
Inmate per diem costs (Corrections) 3.0% 3.0% 3.0% 1,384,455 2,810,443
Staffing / population costs / medical (Corrections) -- -- -- 0 3,722,530
Retirement (defined benefit plans) - - - 1,000,000 2,100,000
All Other (Oper) (1,705,313) (1,512,250)
Capital Construction -17.4% -16.6% -17.0% (6,732,905) (12,022,234)

Total General Fund Increases (Biennial Basis) 2.3% 4.2% 3.2% 108,059,206 311,740,865

Projected Appropriation per Financial Status 4,891,826,104 5,095,507,764

Aid to Local Governments

State Aid to Schools (TEEOSA) Estimates for FY22 and FY23 are Legislative Fiscal Office
estimates used at Sine Die 2020. The estimates reflect a growth in overall school aid of 2.3% in
FY22 and 6.4% in FY23. The above average growth in FY23 reflects a 4% per year estimate in
school spending but low valuation growth of around 2% per year assuming a continued low growth
in agricultural land valuations.

Special Education _Increases for FY22 and FY23 reflect a 2.5% per year increase. Although
statute allows for a growth up to 5% the 2.5% is equal to the basic allowable growth rate under the
K-12 school spending limitation and TEEOSA calculations.
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Aid to Community Colleges For the following biennium, a 3.5% per year annual increase is
included reflecting increased state aid to support operations budget increases. This increase
amounts to about a $3.6 million per year increase.

Homestead Exemption A 3% per year annual increase is included for the following biennium
budget reflecting some level of inflationary increases. The FY22 percentage is affected by
excluding the FY19 deficit that had to be added to and paid in FY21.

Aid to ESU's The amount of aid to ESU's is based on funding of a certain level of core services
and technology infrastructure. Growth in aid is set at the same rate as the basic allowable growth
rate under the K-12 school spending limitation (2.5% per year).

Governors Emergency Program The FY20-21 base appropriation included $55.2 million that
would normally have been a FY20 deficit and relates to the 2019 flooding damage. This is a one-
time item in FY20-21 and is not continued into the next biennium.

Aid to Individuals

Medicaid For the following biennium, the average growth is 4.5% per year. This reflects
projected growth of 2.0% per year for population client eligibility and utilization and 2.5% per year
for provider rates. This estimate also assumes no change in the federal match rate.

Medicaid Expansion The large growth in FY21-22 reflects annualizing to a full 12 months plus a
continued ramp up of the expansion program.

Public Assistance A basic growth rate of 3.5% per year is utilized for the various Public
Assistance programs for the following biennium. This reflects no growth for population client
eligibility and utilization and 2.5% per year for provider rates and 5% for child care rates.

Child Welfare A basic growth rate of 4.5% per year is utilized for the various Child Welfare
programs for the following biennium. This reflects a 2% per year growth for population client
eligibility and utilization and 2.5% per year for provider rates.

Children’s Health Insurance (CHIP) For the following biennium, a 4.5% per year increase is
used which is the same as Medicaid.

Developmental Disability Aid A 4% per year increase is included. This provides the equivalent
of 2.5% per year for rate equity similar to the employee salary assumption and 1.5% for clients
transitioning from K-12 programs. As this projected budget assumes no expanded programs,
nothing is assumed for funding of the waiting list.

Behavioral Health Aid. This area includes substance abuse and mental health aid. The
increases in the following biennium reflect a 2.5% increase to reflect some annual increase in
provider rates.

Business Innovation Act LB334 passed in the 2019 Session repealed Angel Investment Tax
Credit Act and provided intent for the reallocation of the $4 million per year which was saved due
to repeal of the credits. For the first year funds are available, FY2020-21, the $4 million was
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allocated to the Governors Emergency program to assist in covering flood damage costs. And
then starting in FY2021-22, the bill provided intent language that the $4,000,000 previously
allocated to the Angel Investment Tax Credit Act be allocated the Business Innovation Act in the
Department of Economic Development.

Nebraska Career Scholarships The Governor’s budget recommendation included funding and
distribution language for the Nebraska Career Scholarship Program through the University of
Nebraska, State Colleges, and Community Colleges (through Dept of Economic Development).
Funding for FY20-21 to a total of $4 million with intent language that the program would increase to
$16 million in the fourth year.

Agency Operations / Construction

Employee Salary Increases Although salary increases will be the result of bargaining, some
level of increase is factored in more for illustration than planning purposes. A 2.5% per year
increase is included which approximates inflation and the current biennium funding. .

Employee Health Insurance For planning purposes, a 6% per year increase in health insurance
is included for the following biennium, similar to the prior biennium.

University and State Colleges Funding Although shown as a separate item, the calculated
amounts are based on applying the same salary and health insurance increases as noted for state
employees planning purposes, and applying them to both the University and State Colleges.

Operations Inflation Included in the projected status is a general 2% increase in agency non-
personnel operating costs. Although not provided as an across the board increase, this amount
historically covers increases in utility costs at state and higher education facilities as well as food
and other inflationary cost increases at 24/7 state facilities such as veterans homes, BSDC, etc...

Inmate Per Diem Costs While some costs at the Dept. of Correctional Services such as staffing
are “fixed” within a range of inmate population, some costs change directly with each inmate. This
includes items such as food, clothing, and medical care. A 3% per year increase is included.

DCS Staffing and Operations The amount shown in FY22-23 is the projected operating costs
for the two new high security housing units at the Reception and Treatment Center in Lincoln.
Completion of construction is estimated for November 2021 with projected operating costs
estimated at $3,722,530 per year.

Defined Benefit Retirement Plans The increase in for the defined benefit retirement plans for
FY22 and FY23 reflects about a 2.5% increase in the 2% of pay contribution in the school plan.

Capital Construction General Fund dollars included in the projected budget for the following

biennium for capital construction reflect reaffirmations only based on the proposed FY20/FY21
biennial budget. These are dollar amounts needed to complete funding of previously approved
projects.
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Cash Reserve Fund

The Cash Reserve Fund (CRF) is not included as part of the "General Fund Reserve" (which is the
ending General Fund balance for a biennium) and was created as a separate and distinct fund to
cover cash flow needs within a month or several month period. The Cash Reserve Fund also
serves as a “rainy day fund” in that revenues in excess of a “certified forecast” are transferred from
the General Fund to Cash Reserve fund at the end of a fiscal year. As the certified forecast is
basically the revenue estimate at Sine Die when the budget is finalized, these transfers sequester
revenues in excess of that which is needed to balance the budget.

At the end of the 2019 legislative session, the unobligated balance was projected at $322.4 based
on an estimated $45 million transfer related to the April Nebraska Economic Forecast Advisory
Board (NEFAB) forecast for FY2018-19 being above the certified amount. The projected
unobligated balance increased to $455.2 million when FY2018-19 actual receipts were $132.9
million above the April forecast.

The balance was projected to increase to $731 with the revised forecasts in October 2020
(+$160.9 million) and February 2020 (+115.0 million) and then decline back to $647.5 million due
to using $83.6 million to help cover costs related to the COVID-19 pandemic.

During the break in the legislative session, FY19-20 was completed and the actual receipts were
$265 million below the prior forecast which had been projected to be $275 million above the
certified forecast. For FY19-20 most of this was due to the extension of the income tax filing date
from April to July which shifted an estimated $280 million from FY19-20 into FY20-21. The final
changes where a transfer of $60 million of unused COVID-19 funds back to the CRF and then $30
million back to the General Fund to assist in covering the first year costs of LB1107.

Table 3 Cash Reserve Fund

Actual Estimated Estimated Estimated Estimated

FY2018-19  FY2019-20  FY2020-21  FY2021-22  FY2022-23
Beginning Balance 339,990,065 333,549,124 426,307,702 412,263,230 412,263,230
Excess of certified forecasts (line 3 in Status) 61,995,773 176,378,178 10,655,528 0 0
Toffrom Gen Fund per current law (48,000,000) 0 0 0 0
To Nebr. Capital Construction Fund (NCCF) (20,436,714) 0 (54,700,000) 0 0
2020 - To Gov Emergency Fund, (LB1198) 0 (83,619,600) 0 0 0
2020 - From Gov Emergency Fund (LB 1009) 0 0 60,000,000 0 0
2020 - Transfers to Gen Fund (LB1107) 0 0 (30,000,000) 0 0
Ending Balance 333,549,124 426,307,702 412,263,230 412,263,230 412,263,230

2020 Session Transfers

LB 1198 was enacted March 25, 2020 to provide funding to help cover the costs related to the
COVID-19 outbreak. After this bill was enacted the Legislature suspended the session until July
20. The bill transferred $83,619,600 from the Cash Reserve Fund to Governor’'s Emergency Cash
Fund for FY2019-20. The original allocation was as follows: Local response efforts ($38,156,700),
DHHS staffing ($4,004,000), Surge staffing for veterans hospitals & DHHS care facilities
($13,000,000), COVID-19 Lab Testing ($515,000), UNMC lab equipment, software programming
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and personnel ($2,500,000), UNMC UV light boxes ($100,000), and UNMC knowledge center
($343,900). This left an available reserve of $25,000,000

On March 27, 2020 the Coronavirus Aid, Relief, and Economic Security Act, P.L.116-136 (CARES
Act) was enacted. In that law, Nebraska was allocated $1.25 billion through the Coronavirus
Relief Fund. Of this amount, $166 million went directly to Douglas County and the remaining
$1.083 billion to the State of Nebraska. The Governor credited these funds to the Governor’s
Emergency Program-COVID19. These federal funds could be used for basically the same things
that were authorized under LB1198. Because of this only $19.2 million had been expended
through FY19-20. LB1009 enacted in August transferred $60 million of the unused funds back to
the Cash Reserve Fund.

The last 2020 session transfer was contained in LB1107 which contained the ImagiNE Nebraska
Act, Nebraska Transformational Projects Act, and Nebraska Property Tax Incentive Act. The bill
included a $30 million transfer from the Cash Reserve Fund to the General Fund to help pay for
the first year $125 million cost of Property Tax Incentive Act

Excess of Certified Forecasts

Shown on line 3 of the Financial Status, revenues in excess of "certified" forecasts are required by
statute to be transferred from the General Fund to the Cash Reserve Fund. These would take
place in July of the fiscal year following completion of that year.

Actual receipts for FY2017-18 ($4,566,995,773) were $61,995,773 above the certified forecast of
$4,505,000,000 which is the transfer number shown in the FY2018-19 column. Actual receipts for
FY2018-19 ($4,896,378,178) were $176,378,178 above the certified forecast of $4,720,000,000
which is the transfer number shown in the FY2019-20 column.

Actual receipts for FY2019-20 ($4,939,762,611) were $10,655,528 above the certified forecast of
$4,929,107,083. However actual receipts were over $265 million below the last forecast due to the
extension of the income tax filing deadline from April 2020 to July 2020. The latest estimate was
that $280 million shifted from FY2019-20 to FY2020-21 due to this filing change.

Transfers-To & From General Fund

Unlike the automatic transfers that occur after the close of the fiscal year and are statutorily
required, other transfers can take place as specifically enacted by the Legislature. In the 2017
Session, the Legislature transferred a total of $173 million to the General Fund to assist in
balancing the budget and to help replenish the reserve to the statutory minimum level consisting of
$125 million in FY18 and $48 million in FY109.

Transfers To & From Other Funds

In the 2015 session, the enacted budget called for a $28.2 million of transfers to the NCCF for the
State Capitol HVAC project. This included $7,804,292 in FY2015-16, and future transfers of
$7,160,412 in FY2018-19, $9,492,568 in FY2020-21, and $3,783,734 in FY2022-23. During the
2017 session the total transfer amount didn’t change but the cash flow of the transfers was
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changed to $10,005,129 in FY2018-19 and $10,431,585 in FY2020-21. In the 2018 session, the
FY2020-21 transfer was moved to FY2018-19 providing a total of $20,436,714.

In the 2019 session, the enacted budget transfers $54.7 million from the Cash Reserve Fund to the

Nebraska Capital Construction Fund to cover several construction projects primarily two additional
high security housing units (384 beds) for the Dept. of Correctional Services.

Table 4 Cash Reserve Fund — Historical Balances

Direct Balance

Beginning Deposit Automatic Legislative Cash Ending as % of

Fiscal Yr Balance and Interest Transfers Transfers Flow Balance revenue
FY1992-93 26,937,043 0 na (9,500,000) 0 17,437,043 1.1%
FY1993-94 17,437,043 0 3,063,462 7,250,000 0 27,750,505 1.7%
FY1994-95 27,750,505 0 (8,518,701) 1,250,000 0 20,481,804 1.2%
FY1995-96 20,481,804 0  (20,481,804) 18,189,565 0 18,189,565 1.0%
FY1996-97 18,189,565 0 19,740,786 3,032,333 0 40,962,684 2.0%
FY1997-98 40,962,684 0 91,621,018 0 0 132,583,702 6.3%
FY1998-99 132,583,702 0 111,616,422  (98,500,000) 0 145,700,124 6.9%
FY1999-00 145,700,124 0 20,959,305  (24,500,000) 0 142,159,429 5.9%
FY2000-01 142,159,429 0 77,576,670  (49,500,000) 0 170,236,099 6.9%
FY2001-02 170,236,099 0 0 (60,170,000) 0 110,066,099 4.7%
FY2002-03 110,066,099 66,476,446 0  (87,400,000) (30,000,000) 59,142,545 2.4%
FY2003-04 59,142,545 59,463,461 0 (61,577,669) 30,000,000 87,028,337 3.2%
FY2004-05 87,028,337 8,170,556 108,727,007  (26,758,180) 0 177,167,720 5.8%
FY2005-06 177,167,720 0 261,715,297 (165,266,227) 0 273,616,790 8.2%
FY2006-07 273,616,790 0 259,929,524  (17,458,523) 0 516,087,791 15.1%
FY2007-08 516,087,791 0 191,436,773 (161,978,767) 0 545,545,797 15.6%
FY2008-09 545,545,797 0 116,976,571  (84,330,505) 0 578,191,863 17.2%
FY2009-10 578,191,863 0 0 (110,990,237) 0 467,201,626 14.6%
FY2010-11 467,201,626 0 0 (154,000,000) 0 313,201,626 8.9%
FY2011-12 313,201,626 8,422,528 145,155,092  (33,439,198) (4,461,676) 428,878,372 11.6%
FY2012-13 428,878,372 0 104,789,781 (154,008,427) 4,461,676 384,121,402 9.5%
FY2013-14 384,121,402 0 285,292,610 49,651,294 0 719,065,306 17.5%
FY2014-15 719,065,306 0 96,721,232 (87,951,112) 0 727,835,426 16.9%
FY2015-16 727,835,426 0 84,599,532  (81,779,850) 0 730,655,108 17.0%
FY2016-17 730,655,108 0 0  (50,000,000) 0 680,655,108 16.0%
FY2017-18 680,655,108 150,000 0 (340, 930,772) 0 339,874,336 7.4%
FY2018-19 339,990,065 0 61,995,773  (68,436,714) 0 333,549,124 6.8%
FY2019-20 333,549,124 0 176,378,521  (83,619,600) 0 426,307,702 8.6%
FY2020-21 Est 426,307,702 0 10,655,528  (24,700,000) 0 412,263,230 8.2%
FY2021-22 Est 412,263,230 0 0 0 0 412,263,230 8.6%
FY2022-23 Est 412,263,230 0 0 0 0 412,263,230 8.3%
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General Fund Revenue Forecasts

Because of the suspension of the legislative session, FY2019-20 is an actual receipt. The
FY2020-21 revenue estimate is the July 2020 forecast from the Nebraska Economic Forecast
Advisory Board (NEFAB).

At their July 2020 meeting, the NEFAB had to incorporate several unusual occurrences into the
FY2020-21 forecast. First is the extension of the income tax filing date from April to July 2020.
This shifted $280 million from FY2019-20 into FY2020-21 based on the latest estimate.
Furthermore, since the previous NEFAB forecast, Congress enacted the CARES Act in March
2020. This act included multiple impacts on General Fund revenues resulting in a revenue loss of
$125.6 million in FY2020-21, $67.1 million in FY2021-22, and $57.3 million in FY2022-23.

LB1107 was then enacted which has significant tax reductions included, mostly the Property Tax
Incentive Program ($125 million).

Table 5 - General Fund Revenue Forecasts

Actual Actual NEFAB LFO Prelim LFO Prelim
FY2018-19  FY2019-20  FY2020-21 FY2021-22 FY2022-23

Actual/Forecast

Sales and Use Tax 1,658,107,134 1,848,235,959 1,765,000,000 1,899,094,000 1,987,118,500
Individual Income Tax 2,545,680,039 2,445,647,485 2,700,000,000 2,546,772,500 2,663,375,500
Corporate Income Tax 423,737,571 391,163,752 440,000,000 316,127,000 330,188,000
Miscellaneous receipts 268,853,434 254,715,415 220,000,000 180,616,500 174,709,000
Subtotal — Forecast July 23 4,896,378,178 4,939,762,611 5,125,000,000 4,942,610,000 5,155,391,000
LB 153 military retirement tax change 0 0 (5431,000) (13,339,000)
LB 1107 ImagiNE, Prop Tax Incentive, et al 0 (125,000,000) (135,000,000) (173,895,000)
Other 2020 bills 0 589,072 (208,230) (197,561)

Total General Fund Revenues 4,896,378,178 4,939,762,611 5,000,589,072 4,801,970,770 4,967,959,439

Adjusted Growth
Sales and Use Tax 4.5% 7.2% 1.7% 5.0% 4.5%
Individual Income Tax 9.0% 3.7% -2.6% 0.6% 4.3%
Corporate Income Tax 30.2% 1.6% -9.2% -17.1% 3.2%
Miscellaneous receipts 3.9% 6.3% -5.2% -1.3% 3.9%
Total GF Receipts 8.7% 4.8% -3.0% 0.7% 4.3%
Two Yr Average 6.6% - 0.9% - 2.5%
Five Yr Average 4.0% - 3.2% - 3.1%

The Nebraska Economic Forecast Advisory Board (NEFAB) does not make official forecasts for
the following biennium or what’'s commonly referred to as the “out years”. Historically the revenue
estimates used for the following biennium (FY21-22 and FY22-23) are prepared by the Legislative
Fiscal Office (LFO) using the “capped” historical average methodology. This “smoothing”
technique derives a revenue growth for the “out years” by calculating the level of revenues that
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would yield a five year average growth (FY18 to FY23) roughly equal to the historical average from
FY81 to FY19 (4.75%) less .25% which is the projected impact of indexing the tax brackets as
enacted in LB987 (2014). Inherent in this methodology is the concept that within any five-year
period, below average revenue growth in some years will be offset by above average growth in
others and is visually seen in the line graph of historical adjusted revenue growth.

This methodology has been successful when the “out years” are 3 to 4 years in advance of the first
forecasts of the Nebraska Economic Forecast Advisory Board (NEFAB). This method is helpful in
reflecting the cyclical nature of our revenue stream which sometimes is not reflected in mid to
longer term years in the national models.

However in the current situation with the extension of the legislative session into August, the first
NEFAB forecasts for the years in the following biennium are only 2 months away. For planning
purposes it was deemed more appropriate to use Dept. of Revenue and Legislative Fiscal Office
tax model forecasts for those two years at this time because this is what will be presented to the
NEFAB in October. Using the average LFO and NDR forecast using IHS Econometrics data, the
forecast would average 2.5%.

As shown in Table 6, the preliminary estimates for the two “out years” arrived at using the historical

average concept (as traditionally used in the Financial Status) is significantly higher than any of the
tax model runs from LFO or NDR.

Table 6 - Comparison of "Out Year" Forecasts

Based on July 2020 Current Average Avg All High Est Low Est Hist Avg
Revenue Forecasts * Status IHS Econ Forecasts NDR-IHS LFO Moody Method
Dollar Forecast (thousands)

FY2020-21 NEFAB 5,000,589 5,000,589 5,000,589 5,000,589 5,000,589 5,000,589
FY2021-22 Prelim 4,801,971 4,801,971 4,773,788 4,855,965 4,680,821 5,046,961
FY2022-23 Prelim 4,967,959 4,967,959 4,957,948 5,029,340 4,869,163 5,272,968
Calculated Growth (adjusted)

FY2020-21 NEFAB -3.0% -3.0% -3.0% -3.0% -3.0% -3.0%
FY2021-22 Prelim 0.7% 0.7% 0.2% 1.8% 1.7% 5.5%
FY2022-23 Prelim 4.3% 4.3% 4.7% 4.4% 4.9% 5.2%
Two Year Avg (Prelim) 2.5% 2.5% 2.4% 3.1% 1.6% 5.4%
Five Year Avg 3.1% 3.1% 3.1% 3.4% 2.8% 4.3%
$ Difference from Status

FY2021-22 Prelim 0 0 (28,183) 53,994 (121,150) 244,990
FY2022-23 Prelim 0 0 (10,012) 61,381 (98,796) 305,009
Cumulative Total 0 0 (38,195) 115,375 (219,946) 549,999
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General Fund Revenue Bills - 2020

There were few significant revenue bills enacted in the 2020 legislative session. Because of
operative dates and phased-in implementation, the largest dollar impact of the legislation enacted
will not occur until the following biennium. The following table lists the bills enacted followed by a
narrative description of the major bills in numerical order.

Table 7 Revenue Bills — 2020 Session
FY2019-20  FY2020-21  FY2021-22  FY2022-23

LB 910 Change Secretary of State fees and funds 0 0 (137,000)  (137,000)
LB 153 Change, taxation of military retirement benefits 0 0 (5,431,000) (13,339,000)
LB 266 Change the School Readiness Tax Credit Act 0 (71,000) (81,000) (94,000)
LB 323 Changes, Medicaid working disabled coverage. 0 0 7,890 31,559
LB 477 Tax exemption, Segal AmeriCorps Education Awards 0 58,192 0 0
LB 734 Licensure of charter bus services, Liquor Control Act 0 1,880 1,880 1,880
LB 923 Sales tax exempt, electric cooperative or assoc. 0 loss loss loss
LB 1004 Change provisions relating to parole eligibility 0 100,000 0 0
LB 1009 Mainline budget adjustments, Gen Fund transfers 0 500,000 0 0
LB 1107 ImagiNE, Prop Tax Incentive, Transform. Projects 0 (125,000,000) (135,000,000)(173,895,000)
2020 Revenue Bills (incorporated into forecast) 0 (124,410,928) (140,639,230)(187,431,561)
LB 866 Transfer to Middle Income Workforce Housing Fund 0 (10,000,000) 0 0
LB 1107 Cash Reserve Fund transfer to General Fund 0 30,000,000 0 0
0

2020 Revenue Bills (including transfers) (104,410,928) (140,639,230)(187,431,561)

LB 153 amends Section 77-2716 which relates to Nebraska adjustment to federal adjusted

gross income (AGI). It ends the current, elective exclusion for military retirees and replace it with a
50% exclusion for all military retirement benefits, to the extent included in federal AGI, beginning
with taxable years beginning on or after January 1, 2022.

Military benefits received before January 1, 2022 that qualify for exclusion as a result of filing an
Election to Exclude Military Retirements Benefits, Form 1040N-MIL, will continue to qualify for
exclusion through December 31, 2021.

FY2018-19 0
FY2019-20 0
FY2020-21 0
FY2021-22 (5,431,000)
FY2022-23 (13,339,000)

LB 1107 adopts the ImagiNE Nebraska Act, the Key Employer and Jobs Retention Act, the
Renewable Chemicals Production Tax Credit Act, the Customized Job Training Act, the Nebraska
Transformational Projects Act, and the Nebraska Property Tax Incentive Act. The bill also amends
provisions of the Property Tax Credit Act and eliminates the Personal Property Tax Relief Act for
tax year 2020 and thereafter.
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ImagiNE Nebraska Act: The act provides for tax incentives for qualifying taxpayers at qualified
locations. A qualified location means a location where a majority of business is: manufacturing;
testing laboratories; rail transportation; truck transportation; insurance carriers; wired or wireless
telecommunications carriers (except satellite); telemarketing bureaus; data processing; computer
facilities management services; warehousing and storage; administrative management of the
taxpayer’s activities; logistics facilities; services provided on aircraft; research, development, or
testing for scientific, agricultural, animal husbandry, food product, industrial, or technology
purposes; production of electricity using renewable energy; computer systems design; financial
services; or any other business location where at least 75% of revenue is from sales to customers
who are not related that are delivered outside Nebraska.

To use incentives under the act, the taxpayer must apply with the Department of Economic
Development (DED), requesting an agreement. There must be no new application filed after
December 31, 2030. The fee is credited to the Nebraska Incentives Fund.

An agreement is valid for up to 15 years. Employment and investment levels must be reached by
the end up the ramp up period. The ramp up period is the four years after the year of the
application. Credits can be used in the order they were first allowed, and when credits are the
same age, credits from an older tax incentive program (e.g. Nebraska Advantage) must be applied
first. Credits can be used beginning with the taxable year the minimum levels were reached. The
performance period is the year the employment and investment were met and the following 6
years, and the carry over period is the 3 years after the performance period.

The bill prescribes the levels of investment and employment that qualify for incentives:

00 20 new employees;

0 Investment of $250,000-$1 million and 5 new employees within economic redevelopment areas;
0 Investment of $1 million and 10 new employees;

0 Investment of $5 million and 30 new employees;

0 Investment of $250 million and 250 new employees; and

O Investment of $50 million.

At each level, the taxpayer is eligible for some or all of the following: wage credits, investment tax
credits, sales tax refunds, personal property tax exemptions, and real property tax refunds. For
certain investment levels, the wage and investment credits are increased by one percentage point
(1) for wages and investments in extremely blighted areas; or (2) is the taxpayer is a benefit
corporation.

Wage credits can be used to reduce to reduce employer withholding, subject to limitations. Wage
credits or investment credits can be used against income tax liability, to repay job training or
infrastructure development loans, to receive payment from the state equal to the amount paid for
job training and talent recruitment, to receive payment for amounts paid for childcare at qualified
locations, or to obtain a refund of sales and use taxes which are not subject to direct refund.

DED and DOR must jointly submit an annual report to the Legislature by October 15 and February
15 each year and, on or before April 15 in odd numbered years, provide an estimate of sales and
use tax refunds to be paid and tax credits used based on recent data. The estimate must be sent
to the Legislative Fiscal Analyst, the Nebraska Economic Forecasting Board (NEFAB), and the
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Governor. Base authority equals $25 million in 2021 and 2022; $100 million 2023 and 2024; $150
million in 2025; and 3% of the actual General Fund net receipts for 2026 and each year thereafter.

Nebraska Revolving Loan Fund: LB 1107 also creates the ImagiNE Nebraska Revolving Loan
Fund, administered by DED, to offer workforce training or infrastructure development loans to
taxpayers with applications under the ImagiNE Act. The bill includes intent language to transfer $5
million per year from the General Fund to the ImagiNE Nebraska Revolving Loan Fund in FY 22-23
and FY23-24, and intent to appropriate $5 million Cash Funds per year each of those years for a
workforce training and infrastructure development revolving loan program.

Key Employer and Jobs Retention Act: The act provides a wage retention credit for a key
employer, which is defined as a taxpayer that employs at least 1,000 employees, offers insurance
and benefits, enforces a policy against discrimination, electronically verifies work eligibility, has
gone through a change in ownership in the previous 24 months, is at risk of moving more than
1,000 employees out of the state, is a qualified business, and retains at least 90% of its base-year
employment. The amount of the credit must not exceed $4 million per year, or $40 million total
over ten years. A taxpayer must apply and enter into an agreement with DED. Applications and
agreements must be entered into by May 31, 2021.

Renewable Chemicals Production Tax Credit Act: LB 1107 creates a refundable tax credit
equal to 7.5 cents per pound of chemical produced for eligible renewable chemical businesses.
Eligible businesses must produce at least one million pounds of renewable chemicals in the state
the year the tax credit is sought and must meet location and application requirements. Credits are
subject to repayment or recapture if the business fails to fulfil any requirements of the act or terms
of their agreement. The maximum credit per business per year is $1.5 million and is not available
for chemicals produced prior to 2022. Applications can be approved for up to $3 million in credits
for 2022 and 2023, and up to $6 million in credits per year in 2024 and thereafter.

Customized Job Training Act: LB 1107 creates a grant program to reimburse employers for job
training expenses. Grants are available to employers creating net new jobs or jobs resulting in a
net increase in wages per employee. DED is required to create an application, approve
applications, authorize the total amount of grants awarded, and submit an annual report to the
Legislature including certain information.

Nebraska Transformational Projects Act: 