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The City of Norfolk's Property
Tax Rate Continues Lowest
of First Class Cities

By Randy Gates

City of Norfolk Finance Officer

The City of Norfolk’s property tax rate has
been the lowest of all first class cities in Nebraska
for the last five years. The City’s 2007-2008 levy
rate remains the lowest of the first class cities in
spite of a $47,525 increase in property tax levy.
Table 7 is a bar graph of the municipal levy rates
for all Nebraska first class cities. It shows graphi-
cally how Norfolk’s municipal levy rate compares
to the other first class cities.

Due to sluggish sales tax growth, the Mayor
and City Council changed City policy regarding
property taxes. City policy had been to maintain or
decrease property tax dollars budgeted. The City
Council endeavored to maintain the actual dollar
amount of property tax levied at or below the prior
year amount which normally resulted in declined
levy rates as valuation increased. This year the
City Council changed this policy to maintaining or
decreasing the levy rate. This allows property tax
to increase with growth and inflation. The City
increased property tax for 2007-2008 by 4% which
is just below the 4.14% increase in assessed valua-
tion resulting in a slight decrease in the City’s levy
rate.

Since 2000, sales tax growth has been sluggish
with actual sales tax receipts for the City’s original
1% sales tax down four out of the last seven years.
Sales tax decreased 2.5% in fiscal year 2006-2007
and the City is budgeting almost no sales tax
growth for fiscal year 2008-2009. Sales tax alone
makes up almost half of General Fund revenues.

Part of the reason for sluggish sales tax growth
are reductions in the sales tax base. During the last
several Legislative sessions, the Legislature passed
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laws reducing the sales tax base. In fiscal year
2006-2007, LB 312 exempted manufacturing
equipment from sales tax and LB 968 exempted
labor on home improvements. The Legislature
continued the trend this year with LB 367 exempt-
ing contractor labor on all construction effective
October 1, 2007.

In the long term, City revenue needs to in-
crease about 4% per year to match growth and in-
flation. The City’s original 1% sales tax is cumula-
tively $5 million below what would have been re-
ceived if sales tax had increased 4% annually from
the fiscal year ended September 30, 2000. The ad-
ditional half-cent City sales tax authorized by vot-
ers in fiscal year 2002-2003 provides $1 million in
property tax relief with the balance for public
safety expenditures. Original projections for the
half-cent sales tax were prepared in May 2002,
These projections also need to grow with inflation
and growth at an assumed 4% rate. From May
2002 through fiscal year 2007-2008, the half-cent
sales tax is expected to lag the 4% growth rate by a
cumulative $1.5 million. Total City sales tax is
projected to lag behind the 4% annual growth rate
by a cumulative $6.5 million between 2001 and
2008.

Because of continued sluggishness in sales tax
receipts, the City prioritized capital outlays in
2006-2007 as was done for the past several years.
Lower priority capital outlays, even though budg-
eted, were not purchased. In addition, in 2005-
2006 the City implemented a hiring freeze and as
employees left they were not replaced unless abso-
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