STATE OF ARKANSAS
Asa HUTCHINSON
(GOVERNOR

November 14, 2018

Senator Bill Sample, Co-Chair
Representative Jim Dotson, Co-Chair
Arkansas Legislative Council
Arkansas General Assembly

State Capitol Building

Little Rock, AR 72201

Dear Co-Chairs:

Attached you will find my balanced budget recommendation for state
general revenue for the 2019-2021 biennium. This budget funds the priorities of
the state, including Educational Adequacy and an increase in the minimum
teacher salary schedule, provides for the enactment of a sizable and significant
reform to Arkansas’s income tax code, and incorporates projected savings from
the reorganization of state government.

Four years ago, the first step was taken toward my goal of lowering our top
income tax rate with the introduction and enactment of the Middle Class Income
Tax Reduction, followed by the low income tax reduction. With this budget, I am
submitting a plan to you that will continue that reform of our income tax code
over the next four years.

This budget provides for $111 million in tax relief to Arkansas taxpayers
over the biennium through the enactment of the first two phases of the 2-4-5.9
Plan. This proposal reflects the significant work of the Tax Reform and Relief
Legislative Task Force and the policy direction they established. The plan
simplifies our tax tables and brackets, provides for a sizable increase in the
standard deduction, and will reduce our top rate to 6.5% in 2020 and 6.3% in
2021. Federal tax conformity and the adding of magazine subscriptions to the
sales tax base will offset part of the fiscal impact.

Raising the statewide minimum teacher salary is a top priority of mine
during the next biennium, as part of my commitment to increase the minimum
teacher salary from $31,800 to $36,000 over the next four years. In addition to
the increases provided for Adequacy, I propose creating a $60 million program to
address the funding needs of school districts below the new minimum teacher
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salary. Funding will be provided by the Educational Adequacy Fund in FY2020 to
implement this initiative.

In October, I announced my plans for transforming and streamlining the
structure of state government by reducing the number of cabinet agencies from
42 to 15. My goal is to align agencies strategically in order to increase our
efficiency and improve the service we provide to the citizens of Arkansas. As a
result of this plan, I have incorporated $7.5 million of assumed general revenue
savings into my budget for FY21.

In addition, this budget provides for the public safety needs of the state,
with new funding for a State Police troop school and additional corporal

positions, the hiring of additional parole and probation officers, the operating
expenses of the new crime laboratory, and continued funding for crisis

stabilization units.
Encerd%, g

Asa Hutchinson

AH:db

Attachment
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