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General Fund Financial Status 
 

This General Fund Financial Status provides a summary of the State’s financial condition 
including the impact of the Governor’s January 15, 2002, Mid-Biennium Budget Adjustments, 
the February 1, 2002, certification of additional TEEOSA school aid, and the Governor’s 
February 28, 2002, budget recommendations.  While the State of Nebraska operates with a 
biennial budget, the version of the Status shown in this document includes an additional two 
years of estimated revenues and appropriations for planning purposes. 
 

On February 22, 2002, the Economic Forecasting Advisory Board reduced the estimate of 
net general fund tax receipts for the 2001-2003 biennium by $132.8 million. The revenue portion 
of the Status shows the forecast of net General Fund receipts for the current biennium that were 
adopted by the Board in February 2002.  The net General Fund receipts projected for the 
following biennium are the average of the DRI-WEFA based econometric forecasts prepared by 
the Legislative Fiscal Office and the Department of Revenue in February 2002. 
 

In addition to the Governor’s Mid-Biennium Budget Adjustments presented to the Legislature 
on January 15, 2002, the Governor supports the following changes that affect General Fund 
revenue: 
 
• a 50 cent increase in the cigarette tax providing for $43.2 million additional General Fund 

revenue  in FY2002-03; $33.2 million in FY2003-04 and $32.9 million in FY2004-05 after 
allocating $7.0 million for tobacco prevention and control and $5.0 million for children’s 
health care each year. 

• a recovery of business tax incentive credits used under the Employment and Investment 
Growth Act (LB 775), the Invest Nebraska Act (LB 620), and the Quality Jobs Act (LB 829) 
providing for $2.0 million additional General Fund revenue in FY2001-02, $21.2 million in 
FY2002-03, $28.3 million in FY2003-04, and $23.2 million in FY2004-05. 

• decoupling of the Nebraska tax code from the federal tax code for estate tax purposes 
providing for $9.7 million additional General Fund revenue in FY2003-04 and $14.8 million in 
FY2004-05. 

 
The Governor’s February 28, 2002, recommendations also propose to transfer $10.35 

million in FY2001-02, $2.78 million in FY2002-03, $2.78 million in FY2003-04, and $3.68 million 
in FY2004-05 from various cash funds to the General Fund.  An additional $22.5 million transfer 
from the Cash Reserve Fund to the General Fund is recommended for FY2001-02; it is further 
recommended that this transfer be reversed in FY2004-05.  The projected ending balance of the 
Cash Reserve Fund for FY2004-05 would remain at $45.5 million. 
 

The Appropriations shown for the current biennium are those adopted during the 2001 
regular session and subsequently reduced during the 2001 special session of the Legislature.  
The appropriations portion of the Status includes the February 1, 2002, certified amount of 
additional TEEOSA school aid.   
 

In addition to the Governor’s Mid-Biennium Budget Adjustments presented to the Legislature 
on January 15, 2002, and the certified amount of additional TEEOSA school aid, the Governor’s 
February 28, 2002, recommendations reduce General Fund spending by $8.2 million in 
FY2001-02, $70.4 million in FY2002-03, and over $70 million annually on a continuation basis. It 
is recommended that planning for the following biennium appropriations not exceed a three 
percent increase.  
 

The ending balance portion of the Status shows the projected General Fund balance at the 
end of the current biennium $1.0 million more than a minimum reserve of three percent.        
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Cash Reserve Fund Status 
 
 

The Cash Reserve Fund was created in 1983 to provide a source of funds for temporary 
transfers to the State General Fund when balances were not sufficient to process expenditure 
transactions.  The original balance in the Fund was accumulated through the imposition of an 
increase in the sales tax.  The movement of monies between the Cash Reserve Fund and the 
General Fund for cash management purposes has been governed by a variety of legislation 
over the life of the Fund.  Also, there have been several instances in which money was moved 
to and from the Cash Reserve Fund to accomplish policy initiatives that were not related to cash 
management. 
 

Current law provides for transfers from the Cash Reserve Fund to the General Fund of 
$59.8 million in FY2001-02 and $64.9 million in FY2002-03.  The Governor’s February 28, 2002, 
recommendations include a $22.5 million transfer from the Cash Reserve Fund to the General 
Fund in FY2001-02; a reversal of that transfer is recommended in FY2004-05.  The projected 
ending balance remains at $45.5 million for FY2004-05.   
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Across-the-Board Reductions 

 
The Governor is recommending an additional three percent across-the-board reduction in 

General Fund appropriations in FY2002-03 for most State agencies and programs.  This is in 
addition to the five percent across-the-board reduction in General Fund appropriations enacted 
during the special legislative session in November 2001 for FY2002-03 for most State agencies 
and programs.  Exemptions to these reductions include: TEEOSA K-12 school aid, special 
education, Medicaid, State supported community-based services, various aid programs for 
individuals, 24 hour care/treatment facilities, community colleges, certain public safety agencies 
responding to the threat of bioterrorism, and others.  Some of these exempted agencies and 
programs are subject to specific reductions explained elsewhere in this publication.  The 
Department of Corrections and the State Patrol were exempted from reductions in the special 
legislative session and are now recommended for an across-the board reduction of two percent 
in General Fund appropriations for FY2002-03. 
 

The Governor is recommending an additional three percent across-the-board reduction in 
General Fund appropriations in FY2002-03 for the State College system.  This is in addition to 
the one percent across-the-board reduction enacted in the special legislative session in 
November.  The Governor is also recommending an additional three percent across-the-board 
reduction in General Fund appropriations in FY2002-03 for the University of Nebraska.  This is 
in addition to the two and one-half percent across-the-board reduction enacted in the special 
legislative session in November.  An additional three percent across-the-board reduction in 
General Fund appropriations in FY2002-03 is recommended for the higher education 
scholarship programs.  This is in addition to the three percent reduction enacted to these 
scholarship programs during the special legislative session in November. 
 
 
 

Appropriation Actions 
 
Supreme Court 
 Eliminate New Information Technology Funding – This budget change reduces the 
General Fund appropriation for Program 52 by $150,000 in FY2002-03.  The Legislature 
included new funding in FY2002-03 for “one-time” information technology projects.  The 
Governor is proposing that these new projects not be started and the associated appropriations 
be eliminated. 
 
 Eliminate New Information Technology Funding – This budget change reduces the 
General Fund appropriation for Program 570 by $566,800 in FY2002-03.  The Legislature 
included new funding in FY2002-03 for “one-time” information technology projects.  The 
Governor is proposing that these new projects not be started and the associated appropriations 
be eliminated. 
 
 Use Available Cash – This budget change reduces the General Fund appropriation by 
$500,000 in FY2002-03 and offsets this specific budget reduction by increasing the Probation 
Cash Fund appropriation by a similar amount in FY2002-03.  The actual cash fund balance on 
June 30, 2001, was significantly higher than projected by the agency.  This proposal takes into 
consideration funding decisions made in the 2001 Special Session and deficit funding request 
before the 2002 Legislature.  This action will reduce this excess fund balance. 
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Department of Education 

TEEOSA K-12 State Aid – The Governor supports a change in the local effort rate through 
LB 898, Speaker Kristensen's priority bill.  LB 898 would increase the local effort rate beginning 
in FY2002-03, to seven and one-half cents below the maximum levy, rather than the current ten 
cents.  This would reduce the General Fund contribution to State Aid for K-12 schools by 
approximately $22.3 million in FY2002-03. 
 

Special Education – The Governor is recommending that Special Education General 
Funds retain a maintenance of effort level of funding for FY2002-03.  This level of funding is 
appropriate due to an increase in federal funds.  This would reduce the General Fund 
appropriation for Special Education by $4,050,000 in FY2002-03.   
 
 
Health & Human Services Finance & Support  
 Delayed Start for County Juvenile Aid – The Governor’s recommendation includes 
reducing the General Fund appropriation for the County Juvenile Aid Program in FY2001-02 by 
$1,483,200, due to a delayed start for the program. 
 
 Public Assistance – The Governor’s recommendation includes a reduction of General 
Fund appropriation of $500,000 in FY2002-03 to the public assistance program in the Health 
and Human Services System.  HHSS will examine eligibility standards, rates, payment 
processes and program efficiencies to reduce costs by $500,000 General Funds annually. 
 
 Medicaid – The Governor supports proposals from the Health and Human Services 
System to revise regulations and implement administrative actions to reduce Medicaid spending 
by $11,250,000 annually beginning with FY2002-03.  These actions include the following: 
 

(a) Suspend budgeted Medicaid practitioner rate increases scheduled for July 1, 2002 – 
The provider rates which will not be increased as previously planned include 
chiropractors, dentists, home health agencies, certain laboratory services, mental 
health professionals, speech, physical and occupational therapists, physicians, 
podiatrists, optical providers, private duty nurses, and psychologists.   This change 
will reduce Medicaid expenditures by $3,000,000 General Funds in FY2002-03. 

 
(b) Reduce pharmacy dispensing fee – The Medicaid drug dispensing fee will be 

reduced by $.50 per prescription.  Since 1997, the number of prescriptions filled by 
pharmacies for the Medicaid program has increased from 2.9 million to 3.9 million 
prescriptions, a 35.5% increase in volume for the pharmacy business.  This fee 
reduction will reduce expenditures by $840,000 General Funds annually beginning in 
FY2002-03. 

 
(c) Eliminate direct medical education (DME) payments and cap disproportionate share 

payments to hospitals – DME payment is intended to compensate for costs 
associated with intern/resident programs and the payment amount is calculated on 
each Medicaid discharge.  Hospitals eligible to receive disproportionate share 
payments are those which serve a relatively high proportion of low-income or 
Medicaid patients.  Payments are intended to offset uncompensated care delivered 
by the facilities.  With the rapid growth in the enrollment of children and pregnant 
women experienced since the inception of Kids Connection, the number of Medicaid 
discharges has increased significantly, providing medical education payments for 
each discharge, but also in addition, providing payment for services not guaranteed 
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before.  This change will reduce Medicaid expenditures by $2,500,000 General 
Funds annually beginning in FY2002-03. 

 
(d) Increase the prescription drug copayment from $1 to $2 – Nebraska currently 

requires selected Medicaid recipients to participate in the cost of their medical care 
by imposing nominal client copayments.  With the rapid increase in drug costs 
experienced in recent years, the average state payment for drugs now supports a $2 
copayment per prescription, according to federal guidelines.  This regulatory action 
will reduce Medicaid expenditures by $600,000 General Funds annually beginning in 
FY2002-03. 

 
(e) The Medicaid Program contracts with a small number of nursing facilities to provide 

care for special needs clients.  HHSS will implement a contract amendment to 
reduce the number of admissions, reduce daily rates, and reduce lengths of stay 
where appropriate.  This change will reduce Medicaid expenditures by $200,000 
General Funds annually beginning in FY2002-03. 

 
(f) Require prior authorization for an expanded group of prescribed drugs - The purpose 

of prior authorization is to promote proper prescribing of medications for patients 
using medically accepted standards.  Savings are generated by curbing excessive 
utilization and promoting lower cost, equally effective therapies.  Medicaid currently 
has prior authorization requirements for very limited types of drugs.  The annual net 
savings to the Medicaid program will be $1,500,000 General Funds beginning in 
FY2002-03. 

 
(g) Reduce Medicaid cost-to-charge ratio for outpatient hospital payments - This action 

will reduce the reimbursement ratio for outpatient hospital services to 75% of cost 
from 85% of cost.  For outpatient services, hospitals are paid a percent of charges 
(hospital-specific) which is used as a proxy for costs.  This regulatory change will 
reduce Medicaid expenditures by $1,450,000 General Funds, beginning in FY2002-
03. 

 
(h) Reduce drug payment to Average Wholesale Price minus 12 percent – AWP is the 

average wholesale price set by the drug manufacturer nationally to represent the 
suggested price of the drugs.  The Medicaid program generally understands that this 
is an inflated price and that it is common for pharmaceutical manufacturers to offer 
pharmacies a lower price than the AWP.  Recent data indicates a trend toward AWP 
minus 12% or AWP minus 14% as states respond to revenue shortfalls.  The 
proposal will reduce drug costs in the Medicaid program by $1,160,000 General 
Funds annually beginning in FY2002-03. 

 
 Medicaid – The Governor is recommending the transfer of $5,000,000 from the Tobacco 
Prevention and Control Cash Fund to the Health and Human Services Finance & Support Cash 
Fund in FY2001-02 to support the Medicaid program.  This amount is excess balance available 
in the fund as a result of a delayed start while HHSS engaged in a lengthy planning process and 
public engagement period to develop program activities and objectives.  This balance is in 
excess of the $14,000,000 needed by HHSS during this biennium to fund budgeted program 
activities.  The Governor’s recommendations support allocation of $7,000,000 of a $.50 increase 
in the cigarette tax beginning in FY2003-04 for the Tobacco Prevention and Control Cash Fund 
in order to continue the program when the initial $16 million allocation has been exhausted.  
This transfer allows for a $5,000,000 General Fund reduction in FY2001-02. 
 



 16

Department of Corrections 
 Correctional Center for Women – York Project Cash Flow – This budget change would 
modify the funding cash flow for the capital construction expansion project at the Nebraska 
Correctional Center for Women in York.  Funding for the project would be extended out over 
three years instead of two.  The funding recommendation is to reduce current appropriations 
from the State Building Fund by $1,500,000 in FY2001-02 and $1,500,000 in FY2002-03.  An 
offsetting budget adjustment of $3,000,000 from the State Building Fund would be made in 
FY2003-04. 
 
 
Department of Administrative Services 
  Utilize Nebraska Capital Construction Fund (NCCF) Balance – Reduce the State 
Building Fund appropriation by $100,000 in FY2001-02 and increase the appropriation to the 
Nebraska Capital Construction Fund by $100,000 in FY2001-02 for the State Capitol 
improvements project.  This will save the state $100,000 in General Funds. 
 
 Begin Cash Funding 309 Task Force Operations – Reduce the General Fund 
appropriation by $297,413 in FY2002-03 and increase the cash fund appropriation by a like 
amount to use up to 2% of Task Force revenue to finance operations.  This change is allowed 
by LB 1235, which is supported by the Governor. 
 
 
Nebraska Commission on Law Enforcement and Criminal Justice 
 Eliminate Duplicate Juvenile Funding – This specific budget item eliminates duplicate 
Juvenile Services Funding from the state budget.  The proposal eliminates $682,963 General 
Funds from Program 150 in FY2002-03.  The $3,270,600 of available General Fund 
appropriations left intact for the new County Juvenile Services Aid Program for FY2002-03 more 
than offsets the duplicate funding eliminated.  The proposal will provide a single coordinated 
approach to juvenile services funding that will allow counties to establish juvenile services 
priorities for their own individual county needs. 
 
 Charge for Meals at Training Center – This budget change would reduce the General 
Fund appropriation by $168,401 in FY2002-03 and increase the Cash Fund appropriation by 
$168,401 in FY2002-03 for Program 199 to begin charging for the food service operation at the 
Nebraska Law Enforcement Training Center.  The implementation date proposed is July 1, 
2002.  Students, faculty, visitors, and employees of the agency would be assessed for the 
actual cost of meals provided.  This proposal is consistent with provisions enacted by the 
Legislature under Laws 2000, LB 994, whereby the state will begin to transition to a tuition-
based training academy. 
 
 Byrne Match – This budget change would increase the Cash Fund appropriation by 
$75,000 for Program 210 in FY2002-03 to allow the Crime Commission to continue to fully meet 
the state matching requirement of available federal Byrne grants for state agencies. 
 
 
Community College Aid  

Western Community College Tuition Revenue – Aid to the Community College Grant 
Program is reduced by $131,000 in General Funds in FY2001-02. This reduction is taken from 
the one-time appropriation for the Western Community College Area. Enrollment is above 
original projections by approximately 10 percent in FY2001-02. Therefore, tuition and fee 
revenue has increased by a similar percentage amount, and the one-time General Fund 
appropriation for the Western Area can be reduced by a similar amount.  
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Department of Property Assessment & Taxation 
 Use Available Cash Funds – Reduce $900,000 in General Fund appropriations in 
FY2002-03 by using available Property Assessment & Taxation Cash Fund. This change is 
allowed by LB 1234, which is supported by the Governor. 
 
 
 

Revenue Actions 
  
 Cigarette Tax Increase of $0.50 – Increase in the cigarette tax by $0.50 per pack.  This 
increases General Fund revenues by $43,200,000 in FY2002-03; $33,200,000 in FY2003-04; 
and, $32,900,000 in FY2004-05, after allocating $7,000,000 for tobacco prevention and control 
and $5,000,000 for children’s health care each year.   
 
 Decouple from Federal Estate Tax – LB 905 would replace the current estate tax based 
on the federal credit with a tax based on a schedule previously used to calculate the federal 
credit.  This measure would increase General Fund revenues by approximately $9,696,000 in 
FY2003-04 and by approximately $14,800,000 in FY2004-05. The Governor supports passage 
of LB 905.   
 
 Tax Incentive Credit Recovery – The Governor proposes a recovery provision in 
Nebraska law on tax incentive credits used on or after the effective date of this change in law.  
The recovery provision would apply to credits used under the Employment and Investment 
Growth Act (LB 775), the Invest Nebraska Act (LB 620) and the Quality Jobs Act (LB 829).  
Under LB 775, the recovery will occur on credits used for both income and sales/use tax, and 
direct sales tax refunds.  The carryover period for credits under these three programs will be 
extended by two years.  Tax incentive credits may not be used to offset the recovery.  The 
recovery will be imposed at a rate of 20%.  The estimated revenue gain for the current biennium 
is $23.2 million.  This measure will increase General Fund revenues by $2,017,000 in FY2001-
02, $21,192,000 in FY2002-03, $28,285,000 in FY2003-04 and $23,193,000 in FY2004-05. 
 
 
 

Transfers 
 

Health & Human Services Regulation & Licensure 
 Examining Boards Cash Fund – The Governor is recommending the transfer of 
$4,000,000 from the Bureau of Examining Boards Cash Fund to the General Fund in FY2001-
02.  This action will reduce the excess cash fund balance and will not have any impact on the 
current budget enacted by the Legislature for the Department of Health & Human Services 
Regulation & Licensure during this biennium.   
 
 
Worker’s Compensation Court 
 Compensation Court Cash Fund – The Governor recommends transferring $4,000,000 
from the Compensation Court Cash Fund to the General Fund within five days after the effective 
date of the act.  This action will reduce the excess cash fund balance and will not have any 
impact on the current budget enacted by the Legislature for the Workers’ Compensation Court 
during this biennium.   
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Department of Administrative Services 
 DAS Recycling Fund  – The Governor recommends transferring $250,000 of the balance 
in this cash fund in FY2001-02 to the General Fund. 
 
 
Motor Vehicle Industry Licensing Board 
 Motor Vehicle Industry Licensing Cash Fund – The Governor is recommending the 
transfer of $500,000 in FY2001-02 from the Motor Vehicle Industry Licensing Board Cash Fund 
to the General Fund. 
 
 
Department of Education 
 Education Innovation Fund – The Governor is recommending that the unobligated 
balance of the Education Innovation Fund, approximately $1.6 million of lottery revenue, be 
transferred to the General Fund.  The unobligated balance consists of the Competitive Incentive 
Grants Program only.  The Mentor Teacher Program and the Quality Education Incentive 
Payments are not affected by this recommendation.  
 
 
Department of Revenue 
 Charitable Gaming Operations Fund Transfers – LB 1164, makes certain changes to, 
and authorizes the Legislature to make transfers from, the Charitable Gaming Operations Cash 
Fund to the General Fund. The Governor supports this legislation and recommends transfers to 
the General Fund of approximately $780,000 in each of FY2002-03, FY2003-04, and FY2004-
05. 
 
 Tobacco Products Administration Cash Fund Transfers – LB 1197, makes certain 
changes to, and authorizes the Legislature to make transfers from, the Tobacco Products 
Administration Cash Fund to the General Fund. The Governor supports this legislation and 
recommends transfers to the General Fund of $2,000,000 in each of FY2002-03 and FY2003-
04, and $2,900,000 in FY2004-05. 
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