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January 11, 2007 
 
 
Mr. President, Mr. Speaker, 
   and Members of the Legislature 
State Capitol Building 
Lincoln, NE  68509 
 
Dear Mr. President and Members of the Legislature: 
 
Today, I present my budget recommendations for your consideration for the 2007-2009 biennium.  While 
these recommendations are prepared in the context of immediate circumstances and put forth specific 
budget recommendations for the next biennium, I am also offering specific tax policy recommendations to 
reverse our State’s trend toward increasingly high tax burdens on its citizens.  It is imperative that State 
government reform and reduce its taxes and exercise greater control over spending.  This will promote 
job growth and greater economic vitality so that Nebraska will be competitive in our national and 
increasing global community and remain a great place to live, to work, and to raise a family.   
 
My tax policy recommendations call for a reduction of over $1 billion in State tax receipts over the next 
two biennia.  I am proposing income tax restructuring which lowers income tax rates, expands the 
definition of the middle class to reflect modern earnings, streamlines Nebraska’s tax code to three tax 
brackets, eliminates the marriage penalty and indexes income tax brackets.  I also recommend that you 
eliminate the estate tax, eliminate the sales tax on construction labor and increase the college savings 
plan income tax deduction.  I recommend that the business child care credit not be implemented. 
 
The current 2005-2007 biennial growth of state appropriations is 7.4 percent.  For the past decade, State 
government’s average historical budget growth has been 5.4 percent.  My budget recommendations for 
the 2007-2009 biennium restrain that growth to 3.8 percent.  While forecasted tax receipts for the next 
biennium are expected to increase 4.0 percent, it is imperative that state government spending grow at 
less than 4.0 percent in order to lower the tax burden on Nebraska citizens and to sustain spending 
commitments over time. 
 
Actual General Fund tax receipts for FY 2005-06 exceeded the certified forecast by $260 million and 
these funds have been deposited in the Cash Reserve Fund.  In addition, the Economic Forecasting 
Board at its October 2006 meeting forecasted an additional $99 million in General Fund tax receipts in 
excess of the current FY 2006-07 certified tax receipt forecast. An estimated June 30, 2007, balance in 
excess of $500 million will mark the highest ever fiscal year ending balance in the Cash Reserve Fund.  
My recommendations provide for maintaining an estimated Cash Reserve balance of $400 million, or 
approximately five percent of biennial tax receipts.  This is in addition to the required three percent 
minimum reserve in the General Fund.  This is a prudent level of Cash Reserve as we work together to 
reform and reduce the tax burden on our citizens.  

 
I urge you to undertake significant tax restructuring and restrained spending growth.  My budget 
recommends a significant investment in aid to local governments, primarily in funding the state aid to 
education formula, the homestead exemption, special education, aid to community colleges, and aid to 
city and county government.  However, we need to remember that increased state spending to 
accomplish a tax shift does not lower Nebraska’s overall tax burden.  The tax burdens on our citizens are 
ultimately measured by the actions of both the State and the many local governments in Nebraska.  The 
responsibility to reduce Nebraska’s trend to a high tax state must be shared with us by local elected 
officials. 
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Nebraska is at the “tax and spend” crossroads.  The 100th Nebraska Legislature has an opportunity to 
make a difference for the future of Nebraska by setting us on a course of lowered tax burdens, increased 
job growth, improved economic vitality, and competitiveness in a global community so that Nebraska 
remains the best place to raise our families. 

 
I look forward to working with you on an agenda for Nebraska’s future. 
 

 
Sincerely, 

       
Dave Heineman 

          Governor 


