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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. The
shift in funding is attributed to multiple factors. These include legislative efforts establishing the
state property tax credit and the school property tax credit, beginning in 2007, with
approximately $100 million, and legislative efforts to protect and ensure an increase in these
funds to approximately $1.2 billion today. Another effort included front loading the income tax
credits previously established by LB1107 (2020) with the passage of LB34 (2024 special
session). In addition, the state investment in funding to schools increased with the establishment
of foundation aid and additional special education reimbursement through the passage of LB 583
(2023). School districts operate under several caps, and an additional revenue cap was enacted
in LB 243 (2023). 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. (Note, the fiscal notes estimated the following impacts for the aforementioned bills:
LB 34, $750,156,000 in total expenditures; LB 583, $298,693,030 for 2024-2025.)

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 LB
583 was passed that increased state support of schools with the purpose of 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. Additionally, LB 243 passed during the 2023 session and provided a
revenue cap for schools.

The following legislative session in 2024, the Governor and Legislature enacted additional
changes in LB 34 (2024 special session) to reallocate a previous income tax credit established in
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LB 1107 (2020), further providing direct property tax relief for a portion of school property taxes
paid. Estimates shared with the Commission projected that Nebraska property taxpayers paid
approximately $600 million less in school property taxes levied for property tax year 2024; for
transparency the Commission noted that the property tax relief was in lieu of a previous tax
income credit provided for in LB 1107 (2020).

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, school
districts across the state must levy for the full amount, including the property tax credit. The
revenue to schools reflects the portion paid by the state and property tax owners. In 2024, the
highest effective school tax levy after all state tax credits, was $0.72. Included in these state
sources of revenue are a portion of the real property tax credit, the homestead tax credit allocated
to schools, as well as the school district property tax relief credit.

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 and
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.

Key Finding #4: 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,
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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 were 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, at 53%, is likely to improve Nebraska’s ranking among peer states. The Commission
intends to continue monitoring ongoing comparative analysis once official data is available from
all states for the 2024-2025 school year.

Summary of Key Findings

Taken together, the findings in these data demonstrate that policy changes made by Governors
Ricketts and Pillen, and the 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 (approximately 53% in 2024-2025), local school property
tax burdens have declined, as measured by school receipts (approximately $600 million
comparing 2023-2024 to 2024-2025). The effective tax impact of the school property tax credit
occurred from 2020 to present, through a refundable tax credit and shifted to a front-loaded tax
credit in 2024. 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 work 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 advocating to maintain the current levels of state contributions to school funding while
upholding the structure and function of the Commission;

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

e reviewing spending (e.g., per pupil, impact of LB 243, analysis of potential efficiencies,
and any other factors impacting spending) and comparison to economic indicators such as
Consumer Price Index (CPI) or employment cost indexes, and other state data sets where
applicable;
recommending alterations to the TEEOSA 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.



