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Introduction

Pursuant to Neb. Rev. Stat. §79-10,147.02, the School Financing Review Commission shall
prepare and electronically deliver to the Clerk of the Legislature an annual report with the
observations and recommendations pursuant to subsection (1) of the same statutory section.
Subsection (1) includes the following:

(1)(a) The purpose of the School Financing Review Commission is to study and provide
advisory recommendations relating to school funding in Nebraska. The commission shall:
(i) Evaluate the school funding formula for education under the Tax Equity and
Educational Opportunities Support Act and make recommendations for adjustments or
changes to such formula that may be necessary to help prevent the increase of property
taxes;

(i1) Regularly review the resources side of the formula under the Tax Equity and
Educational Opportunities Support Act;

(ii1) Regularly review the needs side of the formula under the Tax Equity and Educational
Opportunities Support Act;

(iv) Analyze options for how to minimize the negative impact on schools during times
when the state may be unable to fully fund the formula under the Tax Equity and
Educational Opportunities Support Act;

(v) Analyze the impact of funding for education on student achievement and outcomes,
focusing on, but not limited to: Access to early childhood education; student attendance;
literacy; graduation rate; college-going rate; and postsecondary workforce participation;
and

(vi) Analyze the impact of funding for education on issues and resources impacting
students with relatively high needs, including, but not limited to, students who live in
areas of high concentrations of poverty, students with an individualized education
program, and students with limited English proficiency.

(b) The School Financing Review Commission, to the extent it is practical, shall compare
findings from subdivision (1)(a) of this section to similar policies from other states.

This first report, due December 1, 2025, is the annual report of the Commission with the
observations and recommendations developed by the Commission from its inception and first
meeting, held August 12, 2025, through work ending November 30, 2025.



Background

In the 2025 legislative session the Nebraska Legislature passed LB 303, establishing the
Commission to study and provide advisory recommendations regarding the State’s school-
funding formula and its interaction with local property taxes. The Commission is composed of
eighteen members representing state executive offices, the legislature (non-voting), higher
education, school districts of all classes, and at-large appointees. The membership roster for the

Commission is as follows:

Name Role/Representation Type?
Brian Maher Chair - Commissioner of Chair of the Commission
Education
Sarah Scott State Property Tax State Property Tax
Administrator Administrator
Grant Latimer Governor’s Representative Title ?

Senator Dave Murman

Education Committee
Representative

Legislative Appointee from
Education Committee (Non-
Voting Member)

Senator Eliot Bostar

Revenue Committee
Representative

Legislative Appointee from
Revenue Committee (Non-
Voting Member)

Senator Jana Hughes

Executive Committee
Representative

Vice Chair Education
Committee (Non-Voting
Member)

Paul Turman

Post-Secondary

State College Chancellor

Ann Foster

Superintendent/Class |
District Representative

Superintendent, Brady Public
Schools

Jason Dolliver

Superintendent/Class 11
District Representative

Superintendent, Pender Public
Schools

III District Representative

Aaron Plas Superintendent/Class 111 Superintendent, Bennington
District Representative Public Schools
Keith Runge School Board Member/Class | President, Columbus

Lakeview School Board




Liz Standish Class IV District Associate Superintendent for
Representative Business Affairs, Lincoln
Public Schools

Shavonna Holman Class V School Board School Board Member,
Representative Omaha Public Schools

Lou Ann Linehan At-Large Appointee Former State Senator

Tom Briese At-Large Appointee Former State Senator and

Nebraska State Treasurer

Shawna Koger At-Large Appointee Certified Teacher, Arlington
Public Schools

Fred Meyer At-Large Appointee Former State Senator

John Schwartz At-Large Appointee Superintendent, Millard
Public Schools; Elected Vice
Chair

Brief Historical Context:

In 1988, the Legislature enacted LB 940, creating an earlier School Finance Review Commission
tasked with analyzing school funding and making recommendations for how to improve the
system of school funding in Nebraska. The earlier body meet for approximately two years
before it produced a final report with recommendations in 1990 which outlined five key
objectives intended to guide a reformed system of school finance in Nebraska:

1. Twenty percent (20%) of all state income tax revenues should be dedicated for public
school support, with twenty percent (20%) of all individual income tax proceeds which
are attributable to specific school districts should be returned directly to the school
district where such income tax revenues originated.

2. Implementation of a new equalization formula for aid from the state based upon realistic
needs of schools and which considers all accessible resources of schools, including
income tax revenues returned to schools, and which is sensitive to the income wealth of
school districts, as well as to property tax wealth of school districts.

3. Implementation of rational and effective growth limitations for school budgets which are
sensitive to local differences yet assure a substantial level of property tax relief.

4. School finance plans are funded on an ongoing and sustainable basis from appropriate
increases in state sales and/or income taxes as determined by the Legislature.

5. Increase in overall level of state support to effectuate:



o A fifteen percent (15%) aggregate reduction in property taxes to be levied (or a
twenty percent (20%) reduction in property taxes to be levied for school
purposes).

o State funding from all state sources be maintained at a target level of forty-five
percent (45%) of aggregate general fund operating expenditures of school
districts.

The recommendations of the committee helped lead to the Tax Equity and Educational
Opportunities Support Act (TEEOSA) in 1990 (LB1059). The committee was eliminated in the
Second Special session of the 97th Legislature in 2002. Since 2002, there have been multiple
changes to the formula, including adjustments related to availability of revenue in the State
budget. Those changes included, but were not limited to, changes in the cost growth factor,
changes in the local effort rate, and changes to other factors within the formula.

Commission Meetings & Agenda Summaries:

Pursuant to Neb. Rev. Stat. §79-10,147.02 the Commission is required to meet no fewer than
once quarterly each year. Given that the Commission was new, members proposed a more
rigorous meeting schedule so the Commission could adopt operating policies as a new body,
unpack statutory expectations, and begin developing a shared understanding around the factors
impacting school funding in Nebraska.

To organize its work, Commission Chair, Dr. Maher, adopted a three-phased approach to guide
the work and ensure statutory compliance.

Phase I - This phase covered Commission orientation activities, adoption of operating policies,
review of school funding history in Nebraska, and a review of data related to school funding in
Nebraska. This covered all activity up to and including the preparation and filing of this initial
report.

Phase II - Beginning after the phase I report is filed, and to be completed by November 1, 2026
(per statute), Phase II involves development of policy recommendations for changes to school
funding in Nebraska - including potential formula adjustments, state funding targets, and other
responsibilities as outlined in state statute.

Phase III - Following the adoption of any recommendations and legislative action related to
Phase II by the legislature, Phase III addresses how the new funding plan will be managed,
monitored, and evaluated on an ongoing basis to ensure the Commission’s goals, and factors
related to the state budget, are sustained over time.

Commissioner Meetings and Agenda Summaries:




Detailed Meeting Agendas, Minutes, and Presentation Materials are available on-line at:
https://www.education.ne.gov/commissioner/school-financing-review-commission/ . A brief
summary of each meeting is below.

On August 12, 2025, agenda items included introductions, a review of the history of Nebraska
school funding, orientation to statutory responsibilities, discussion of Commission goals, and
other organizational matters.

On September 22, 2025, agenda items included a briefing on the current components of the
TEEOSA formula, sharing of initial data and reports for comparative and longitudinal analysis,
discussion of future data to be collected and discussed related to school finance in Nebraska, and
adoption of permanent operating policies.

On October 31, 2025, agenda included presentation of recent school-finance and property tax
reports, comparative analysis of state tax structures and property valuations, and further review
of school finance related facts.

On November 18, 2025, agenda included preparation and finalization of the Phase I report and
framing for Phase II of the Commission’s work.

Preliminary Findings

The Nebraska School Financing Commission’s preliminary analysis of data highlights significant
changes in how Nebraska funds its public schools from legislative changes made in recent years.
The summary of findings, charts, and detailed reports in the appendices serve as a launching
point for the critical work of Phase II which will include establishing specific policy
recommendations to achieve the objectives of the Commission.

Key Finding #1: Shift in the balance of funding sources in Nebraska school districts.

Over the past five fiscal years, the distribution of school-funding sources has undergone a
significant shift. In 2019-2020, approximately 56% of revenue for public schools came from
local sources, while revenue from state sources accounted for 38% and federal funds 5%.
Estimates for 2024-2025 indicate that these funding ratios have essentially flipped, with the state
share accounting for nearly 53%, local sources 38%, and 9% federal sources of revenue. Final
percentages will be available after the Department of Education receives and synthesizes audited
financial statements from all school districts for the 2024-2025 school year.

The change in the data represents a major shift prompted by specific policy enacted by the
Governor and the Nebraska Legislature. For instance, during the 2023 legislative session several
pieces of legislation were passed that increased state support of schools with the purpose of


https://www.education.ne.gov/commissioner/school-financing-review-commission/

lowering property taxes. Specific changes included provisions such as $1,500 per pupil in
Foundation Aid and an increase in special education cost reimbursements by the state from
approximately 40% to 80% of allowable expenditures.

The following legislative session in 2024, the Governor and Legislature enacted additional
changes to reallocate a previous income tax credit, further providing direct property tax relief for
a portion of school property taxes paid. Estimates shared with the Commission estimated that
Nebraska property taxpayers will pay approximately $600 million less in school Property taxes.

INSERT CHART OR GRAPH HERE

Key Finding #2: The proportion of school funding coming from state sources shifted
significantly with recent legislative changes.

A significant shift has occurred in the proportion of school funding that comes from the state
level in school districts across Nebraska. For instance, in 2020-2021, 210 out of the 240 school
districts in Nebraska received less than 40% of their revenue from state sources. 139 of these
school districts received less than 20% of their funding from state sources. In contrast, estimates
for the 2024-2025 school year indicate 212 out of the 245 school districts received between 41-
60% of revenue from state sources.

The significant increase in state sources of revenue brought greater state funding parity to
Nebraska school districts in terms of percentage of receipts from the State. However, while the
frontloaded tax credit yielded significant reductions in school property taxes paid, the method did
not directly impact the disparity in school levies across the State.

INSERT CHART OR GRAPH HERE
Key Finding #3: General fund levy differences among districts in Nebraska remain.

A review of historical levy information revealed a narrowing range of district general fund levies
over the past two decades. In 2000-2001, more than 40% of districts had general fund + building
fund levies at or above $1.05 per $100 of valuation. By 2024-2025, no districts are projected
above that threshold, with a majority of school districts having a levy below $0.74.

While this finding suggests greater parity in overall general fund levies across school districts, it
is important to note the influence of the frontloaded tax credit in “Key Finding #2” above. It is
very likely the variance of property tax burdens across districts is more narrow than the levy
itself would otherwise suggest when the new frontloaded property tax credits are included in the
analysis.

INSERT CHART OR GRAPH



Key Finding #4: Average statewide school district general fund expenditure growth remains
between 3% and 4% annually.

The Commission evaluated school spending data through several data lenses as part of the
review processes, including the average changes over the past 5, 10, 15, and 20 years. The
Commission noted an aberration in the numerator for each calculation with the significant influx
of federal funding related to ESSER funding, resulting in percentages higher than spending not
including ESSER funding. Even with the ESSER funding included, average school spending
growth has been an average of 3.85% annually for the past five years, 3.67% annually for the
past ten years, 3.46% annually for the past fifteen years, and 3.88% annually for the past twenty
years.

The Commission intends to continue monitoring school revenue and spending growth over time
as various components of revenue shift and change to include as part of subsequent reports.

INSERT CHART OR GRAPH HERE

Key Finding #5: Comparisons with peer states generally indicate increasing comparability in
terms of percentages of state and local funding.

The Commission compared Nebraska’s 2021-2022 funding mix with that of several other
geographically close states such as Kansas, South Dakota, lowa, Oklahoma, Colorado, Missouri,
Arkansas, Montana, Wisconsin, Utah, and Ohio. In that school year, Nebraska’s schools
received roughly 58% of funding from local sources, 30% from the state, and 12% from federal
sources. In that year, Nebraska’s share of state support for school funding was among the lowest
of the comparison group.

While data was not yet available to make a similar comparison for 2024-2025, the increase in the
proportion of funding from state sources estimated in Nebraska for the 2024-2025 school year
(53%), assuming nothing else changed in these other states, would put Nebraska among the
states which provide the greatest proportion of state funding for schools within the comparison
group. The Commission intends to continue monitoring ongoing comparative analysis once
official data is available from all states for the 2024-2025 school year.

Insert Chart or GRAPH here

Summary of Key Findings:

Taken together, the findings in these data demonstrate that policy changes made by the Governor
and Nebraska Legislature in recent years have significantly impacted sources of school revenue
in Nebraska. At the present time, state sources have become a more significant portion of school
revenue (~53% in 2024-2025), local school property tax burdens have declined (~$600 million
comparing 2023-2024 to 2024-2025). There is now greater parity in funding sources, tax levies,



and property tax burdens across Nebraska school districts than before these legislative changes
were enacted.

Having established the following key findings as significant in Phase I of the Commission’s
work these facts serve as a launching point for the critical work in Phase II of the process.

Next Steps for the Commission:

With the conclusion of Phase I of the Commission’s work, Phase II will turn toward establishing
clear objectives to guide the development of policy recommendations aimed at improving
Nebraska’s school finance system and achieving the objectives for the Commission as
established in Neb. Rev. Stat. §79-10,147.02. This Phase II will emphasize determining a
recommended balance between state and local funding and ensuring that future
recommendations are grounded in a thorough understanding of potential components of any
school funding formula. Next steps include:

e Recommending a target for the proportion of total school revenue to be provided by the
state in support of school district operations;

e Evaluating the “needs” aspect of the current and any proposed changes to the school
funding formula, including factors such as poverty, English Learners, Early Childhood,
college-going, workforce development, literacy, and graduation rate;

e Assessing the “resources” side of the current formula and any proposed future formula
changes, including how various state and local resources available to districts function
with a funding framework;

Recommending alterations to the formula to best serve Nebraska students; and
Examining any other elements as established in statute or requested by the Governor or
Nebraska Legislature.

The culmination of Phase II is intended to be a comprehensive set of recommended objectives,
detailed policy proposals to achieve those objectives, and financial modeling to demonstrate the
potential costs, budgetary impacts, and effects on school districts and property taxpayers across
Nebraska.

This report fulfills the requirement under Neb. Rev. Stat. §79-10,147.02 for the School Finance
Commission to provide an annual report to the Nebraska Legislature. Covering the periods from
the Commission's first meeting on August 12, 2025, through November 30, 2025, this initial
report summarizes the Commission's organizational activities, provides brief historical
information, highlights key findings related to school finance and the impact on property taxes,
and outlines the roadmap for future work.



Phase I focused largely on understanding the evolution of Nebraska’s current school finance
system and the effects of recent legislative changes. The Commission found that, for the first
time in decades, the state now provides a majority share of school funding to Nebraska schools
(estimated at 53% for the 2024-2025 fiscal year, while local property tax support has declined to
roughly 38%). Recent legislative actions, including the introduction of per-pupil foundation aid,
increased special education reimbursements, and frontloaded property tax credits, collectively
reduced school property taxes collected by an estimated $600 million comparing fiscal year
2023-2024 to 2024-2025. Findings of the Commission also noted that frontloaded tax credits
need to be included for an accurate measure / comparison of local property tax obligations.

Phase II of the Commission’s work, to be completed by November 1, 2026, will build on these
findings by establishing clear objectives and policy recommendations in alignment with the
Commission's statutory charge.
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