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[LB36 LB54 LB76 LB264 LB340 LB402 LB418 LB430 LB494 LB545 LB679 LR92 LR93
LR94]

SENATOR CARLSON PRESIDING []

SENATOR CARLSON: Good morning, ladies and gentlemen. Welcome to the George
W. Norris Legislative Chamber for the sixty-fifth day of the One Hundred First
Legislature, First Session. Our chaplain for today is Father Ross Burkhalter from St.
Thomas More Parish in Omaha, Senator Mello's district. Please rise. []

PASTOR BURKHALTER: (Prayer offered.) []

SENATOR CARLSON: Thank you, Father Burkhalter. | call to order the sixty-fifth day of
the One Hundred First Legislature, First Session. Senators, please record your
presence. Mr. Clerk, please record. []

CLERK: | have a quorum present, Mr. President. []

SENATOR CARLSON: Thank you, Mr. Clerk. Are there any corrections for the Journal?
[

CLERK: I have no corrections, Mr. President. []

SENATOR CARLSON: Thank you. Are there any messages, reports, or
announcements? []

CLERK: Enrollment and Review reports LB54 as correctly engrossed. And | have a new
resolution, LR92 offered by Senator Pirsch. That will be laid over. That's all that | have,
Mr. President. (Legislative Journal pages 1145-1146.) [LB54 LR92]

SENATOR CARLSON: Thank you, Mr. Clerk. We'll now proceed to the first item on the
agenda. []

CLERK: Mr. President, LB545, a bill originally introduced by Senator Adams, relating to
the Tax Equity and Educational Opportunity Support Act, discussed yesterday,
committee amendments were offered. The committee amendments were divided
pursuant to a request by Senator Friend. Senator Adams presented what became
committee amendment AM1118. That was adopted. When the Legislature adjourned,
pending was consideration of committee amendment AM1119 and an amendment
thereto by Senator Adams, specifically AM1078. (Legislative Journal page 1032.)
[LB545]

SENATOR CARLSON: Thank you, Mr. Clerk. Senator Adams, would you take a few
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moments and bring us up to date on LB545, AM1119 and AM10787? [LB545]

SENATOR ADAMS: Thank you, Mr. President. Members of the body, just as a
summary from where we left off and where we are headed, this is the second division of
LB545, and specifically we are dealing with one item, which is the averaging
adjustment. And what LB545 with the committee amendment does is to modify the
averaging adjustment, and what AM1078 does is modify it again in a slightly more
generous fashion. And that, in essence, is the debate again today. And | would field
guestions or I'm sure that there are people that have their lights on and we can take up
where we left off, Mr. President. [LB545]

SENATOR CARLSON: Thank you, Senator Adams. Senators wishing to speak: Friend,
Wightman, Campbell, Fulton. Senator Friend, you are recognized. [LB545]

SENATOR FRIEND: Thank you, Mr. President, members of the Legislature. This whole
bill was divided. My thought process was...and with full disclosure in mind, with the
thought process of stakeholders, some members of the lobby, other members of the
body, people in here or my colleagues. This was divided because there were two trains
of thought. And now it's divided into those two trains of thought. We dealt with one and
now there are 26 districts based on what Senator Adams was talking about earlier that
were affected by the averaging adjustment, it's arguable, but were affected adversely.
That's what we're dealing with right now. | said yesterday when I...I think it was the last
time that | spoke, | said yesterday we'll never fully fund education in this state and |
meant that. Do you know why? Because we can't fully fund education in this state, K
through 12, because it's never enough. Schools operate with the premise that the
money is the resource, and the money is never going to be enough. I'm not saying
they're bad people. I'm not saying that they shouldn't be thinking that way. I'm saying no
matter what we end up doing and talking about, we will...we could raise taxes until the
cows come home. It's never going to be enough money. And let me reiterate: The
schools are doing what they feel is right to educate the children. The managers of those
situations are doing what they feel is right to educate the children. And whether you
agree with it philosophically or not is irrelevant. What's relevant right now under the
premise of what we're dealing with here is what is equitable in regard to the averaging
adjustment. Remember, | believe | look at it like a pie. We have $234 million, or
whatever, and that's what we have to spend. That's what the Education Committee said
this is it. Appropriations is saying it. Revenue is saying it. | mean, | was sitting in the
Revenue Committee. There's no more money than what we've got to deal with right
now. Now, the information that I'm looking at and the reason that we're having this part
of the discussion is because it's my contention and others on this floor that believe
the...that it's our contention that the averaging adjustment can be adjusted again. Some
have argued there are no losers here. The bottom line is everybody is getting an
increase, everybody in the state. Keeping in mind, though, that to the schools, they don't
look at it the way we do. We have a bunch of fiscal conservatives out here, right, myself
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included. We don't look at things the way schools do, folks. That's not the way they look
at things. They look at things through a different prism than we do. Money means
resources; resources means better education. | got a call from a gentleman yesterday
who's a contractor at schools at Omaha Northwest and also Omaha South. He
specifically goes in and his job in no uncertain terms is to try to keep kids in school.
[LB545]

SENATOR CARLSON: One minute. [LB545]

SENATOR FRIEND: That's his job. He didn't say it was certain that if OPS took a $6
million cut in this particular area, he didn't say it was certain that those services or those
resources would go away, but he said there's a chance that it would. You know why?
Because he didn't consider himself a core function of the Omaha School District, and
he's probably right. But based on the conversation | had with him, he's an important cog
in what the Omaha School District is trying to accomplish. I'd like to talk about this
averaging adjustment and say, look, we know what the Education Committee came up
with and we understand it, but we also know...and it's not just OPS, folks, there are 26
schools in here that got treated, some would argue,... [LB545]

SENATOR CARLSON: Time. [LB545]

SENATOR FRIEND: ...a little bit differently than other schools around this state. Thank
you, Mr. President. [LB545]

SENATOR CARLSON: Thank you, Senator Friend. (Doctor of the day introduced.)
Continuing with the debate, Senator Campbell, you are recognized, followed by
Senator...excuse me, excuse me. Senator Wightman, you're recognized, followed by
Senator Campbell, Nordquist, White, and others. Senator Wightman. [LB545]

SENATOR WIGHTMAN: Thank you, Mr. President, members of the body. Since
Lexington was mentioned yesterday as being the school having the least expenditure
per student, | want to address that a little. I'm not quite sure where Senator White may
have gotten that figure because | have a figure substantially different than that. So if he
would yield, | would like to ask him a question. [LB545]

SENATOR CARLSON: Senator White, would you yield? [LB545]
SENATOR WHITE: I'd be happy to. [LB545]
SENATOR WIGHTMAN: Thank you. Senator White, yesterday you had a figure of

something like $5,600 which was the expenditure per student in the Lexington school. Is
that correct? [LB545]
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SENATOR WHITE: That's the basic funding amount, yes. And then because Senator
Adams said that we should look...and the reason we use that number is that's because
what the adjustment we're talking about in this section is based on. Now, if you take all
state aid that's spent by Lexington the number changes, and | have that today for you.
That would include, you know, any state aid for poverty, transportation, things like that
beyond the basic aid that the state gives. [LB545]

SENATOR WIGHTMAN: Is that the... [LB545]
SENATOR WHITE: Yesterday's was basic aid to basic aid spending. [LB545]

SENATOR WIGHTMAN: Is that the $12,100 figure that Senator Adams was talking
about yesterday in a meeting with the two of us? [LB545]

SENATOR WHITE: What we have...if you have for state spending, not federal, state
spending, the numbers | have is that Lexington on state spending spends--and that
would include property tax, as | understand it--on an average daily membership, number
of students, spends $9,568 per student. Omaha, by the same standard, spends $9,504
per student. Davenport-Bruning, if they're combined...now, they report separately. If
they reported separately, Davenport spends over $21,000 a student, but combined
Davenport-Bruning spends $18,254 per student. And that's based on the July 8 annual
financial report, total spending for students. [LB545]

SENATOR WIGHTMAN: Thank you, Senator White. And there are different figures
running around with the Department of Education, and | have requested that from the
Department of Education, have not received it. Had a call this morning saying that they
were still crunching numbers. So apparently these figures do vary, but | think
Lexington's spending is pretty much in line with the state generally. It is true that we
have one of the lowest valuations, if not the lowest valuation, per student in the state of
Nebraska. But Lexington is doing quite well actually, to the best of my knowledge. It's
not to say that their school district wouldn't like more funding. | think everyone would.
But looking at it generally, | think Lexington is being treated fairly. They do receive one
of the highest...because of their low valuation per student, one of the highest total per
student state aid figures in the state of Nebraska. And that really does help level the
playing field and | think it really does put Lexington in a position where they're generally
on an equality equal basis with the rest of the state in spending. | would like to talk a
little bit about the constitutional issue that Senator White has certainly mentioned and
that is Article VII, Section 1, "The Legislature shall provide for the free instruction in the
common schools of this state of all persons between the ages of 5 and 21 years." Now,
the court had...the Nebraska Supreme Court had occasion to discuss these sections in
a recent case in 2007. [LB545]

SENATOR CARLSON: One minute. [LB545]
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SENATOR WIGHTMAN: And | may have to come back to this. It's Nebraska Coalition
for Educational Equity and Adequacy (Coalition) v. Governor Heineman. And that case
does actually review the history of the constitutional provision with regard to education,
and | do want to discuss it at greater length. So at this point | will conclude this portion
of my discussion and will be back, and hopefully | may have the figures from the
Department of Education as well. Thank you, Mr. President. Thank you, Senator White.
[LB545]

SENATOR CARLSON: Thank you, Senator Wightman and Senator White. Senator
Campbell, you are recognized. [LB545]

SENATOR CAMPBELL: Thank you, Mr. President. | thought the discussion yesterday
afternoon was great in terms of giving us a lot of different perspectives to keep in mind.
And I'm sure that | am not different from all of my colleagues in the sense of taking a
look at the observations from yesterday as | drove home. And I'd like to make just a
couple of observations of what | saw yesterday. Number one, | think it's human nature
that when we get all of the printouts what do we always do is to look at our home district
and say, what's happening with my home district and how do | put that into the picture
for the state? My home district, Lincoln, is the second largest school district in the state.
It has 34,000 students, deals with more than 50 primary languages, is edging up to
nearly two-thirds of that population on free and reduced lunch. It has and needs
absolutely every one of the formula factors that we look at. From an ever-increasing
school system population to poverty, all of these elements are important for the Lincoln
Public Schools. And | have so respected the school district over the past couple of
weeks in keeping in communication with me as | have asked them questions. And in the
end, this school district said, while we will get less than the formula would have required
by nearly $4 million, we will go ahead and support LB545 and AM1078. And for this
district, the most important formula factor to them was retaining the averaging
adjustment as one of the factors. The second observation | would make as | began to
look at how | would take what | learned from my home school district statewide that |
had told Senator Adams that one of my major objectives was sustainability. | think it's all
well and good that we certainly take a look at all of the children across the state in every
school district, and look for how do we best provide for their education. But we also
need to say it's not just for today that we need to look out for these children but for next
year and the year after that and the year after that. A short-term solution often will cause
long-term headaches. | particularly appreciate Senator Adams' amendment, AM1078,
because | think it gives us the best shot at sustainability, and that factor and that
objective has been one of my objectives all along in discussions with Senator Adams. It
is extremely important that we not just think of this year or next year, but the years to
come. And Senator Adams has been very truthful with me to say, just because we're
keeping the averaging adjustment for now doesn't mean that forever it will give you the
sustainability that you're asking. [LB545]




Transcript Prepared By the Clerk of the Legislature
Transcriber's Office

Floor Debate
April 21, 2009

SENATOR CARLSON: One minute. [LB545]

SENATOR CAMPBELL: But it gives us the best shot. | hope that we will consider not
only the short-term but the long-term implications of our discussions and decisions
today. Thank you, Mr. President. [LB545]

SENATOR CARLSON: Thank you, Senator Campbell. Senator Nordquist, you're
recognized. [LB545]

SENATOR NORDQUIST: Thank you, Mr. President. | agree we need to make
sustainability the word of the day. | have concern over the direction we're headed. The
Fiscal Office provided us a while back, the members of the committee, and | don't know
if they provided everybody, with kind of the out years on the plan that we're looking at.
And | questioned the sustainability. We're looking at General Fund dollars in FY '10 and
FY '11 of $826 million, and in FY '12 over a billion dollars; $191 million increase from FY
'11 to FY '12, 23.2 percent increase from FY '11 to FY '12. Without having any General
Fund dollars in this situation this year, we are setting ourselves up for a huge cliff effect
between FY '11 and FY '12--$191 million. | don't know where that's going to come from
when the stimulus money is gone. | don't know how we're going to get there and how
we're going to continue to meet the needs of education in this state. And if we don't
meet those needs, then our school districts are going to see that cliff effect and it's
going to raise property taxes, and that's not a road | want to go down. Secondly,
yesterday Senator Adams and | had a little dialogue and | still don't understand why
we're going...l know he's working within the $234 million framework of the federal
stimulus money, but | don't know why we're going from a tiered system in the averaging
adjustment to a flat system eventually. | think under the proposal, FY '10 there would be
a tiered system, and then going forward everyone at $1 levy or more would be at 50
percent. Now, | know...and as Senator Campbell said, once we get the printout, we see
there's going to be winners and losers and that's what puts us in a tough position with
this. We can adjust these numbers, keep the pie the same size but say if you're at
$1.05, you're doing everything you can, you have the maximum levy without an override
at the local level, why are we giving the same averaging adjustment percentage to a
school district that's at $1, that hasn't made those additional steps at the local level to
get all of the skin in the game to be all in? So | want to continue this dialogue. | know
we're working within, you know, a fiscal picture, but we can say maybe, you know,
maybe if you're at $1 you don't get the 50 percent, maybe it goes a little bit lower, but if
you're at $1.05 maybe you get a little more. And that's the problem once we get the
spreadsheets. There's winners and losers at that point, and obviously that creates
political problems for all of us. But we need to continue looking at the sustainability. And
also | think this going away from the tiered system in the averaging adjustment is pretty
problematic. Thank you, Mr. President. [LB545]
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SENATOR CARLSON: Thank you, Senator Nordquist. Those senators wishing to
speak: Senators White, Council, Giese, Gloor, Friend, and others. Senator White, you're
recognized. [LB545]

SENATOR WHITE: Thank you, Mr. President. | rise to talk about some numbers and
also hopefully engage Senator Wightman in some discussion over where we're at in
terms of the constitution and the Supreme Court's interpretation of the law. On the
numbers: The numbers we discussed about yesterday were the base numbers on which
the averaging adjustment is calculated. Senator Wightman said, well, but we get other
money, and | agree, Lexington does get other money. But the base amount of money
was correct: four to one, in the worst-case scenario, the biggest gap. When you
consider all state funding and spending, Lexington actually remains at the bottom, and
the spending differential in some cases is two to one. Now, we need to accept that if it is
a statewide obligation and a statewide right to an education, you cannot rationally
conclude that a two to one differential is even remotely fair. In addition, that two to one
differential exists in situations where Senator Wightman properly pointed out, a district
that is at a levy limit of .08 compared to Lexington and Omaha, which are at $1.05. So,
again, what we have is an underlying structure of trying to pay for a statewide right and
obligation on our part with local money that results in what Cap Dierks and Senator
Karpisek and others have said is in some cases backbreaking burdens on landowners
in those areas, in other cases very light burdens on landowners, and students who have
huge differentials in available resources for their education. Senator Wightman, would
you yield to a question? [LB545]

SENATOR CARLSON: Senator Wightman, would you yield? [LB545]
SENATOR WIGHTMAN: | will. [LB545]
SENATOR WHITE: Senator Wightman, you wanted to engage a dialogue with regard to

a May 2007 Nebraska Supreme Court case, the Nebraska Coalition for Educational
Equity v. Heineman. Is that correct? [LB545]

SENATOR WIGHTMAN: I'm willing to engage in a dialogue. [LB545]

SENATOR WHITE: Okay. Well, | really wanted to open the mike and let you have a
comment. You said you wanted to talk about that. [LB545]

SENATOR WIGHTMAN: Right. | do want to talk about that further. [LB545]
SENATOR WHITE: Proceed. [LB545]

SENATOR WIGHTMAN: Okay. Well, first of all the Supreme Court traced the history of
Article VII, Section 1 of the Nebraska Constitution, which sets out what the Legislature's
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duty is with regard to providing education for children 5 through 21 in the state of
Nebraska. And in doing so, they discussed various attempts to amend the constitution.
They actually started out saying that in 1871 there was language proposed that was not
adopted, and I'll just read some of the language in the case to you. Additionally, the
framers rejected the language that would have required uniformity between schools.
Article...Section 5 of 1871 proposed state constitution would have included a uniformity
clause. And to quote what it would have said: The Legislature shall provide by law for
the establishment of district schools which shall be as nearly uniform as practical, and
such schools shall be free and without charge for tuition to all children between the ages
of 5 and 21 years. That constitutional provision was never adopted, however, and
instead the much more streamlined provision that says that the Legislature shall
provide... [LB545]

SENATOR CARLSON: One minute. [LB545]

SENATOR WIGHTMAN: ...for the education of the students between 5 and 21. And
then they discuss a 1972 amendment to the constitution, and that is the current
constitutional provision. And again, I'll start this: Finally, in 1996 voters rejected a
constitutional amendment that would have imposed qualitative standards on the type of
education the Legislature must provide. The amendment would have made a quality
education a fundamental right of each person and a thorough and efficient education
the paramount duty of the state. Again, I'm not going to be able to finish what | would
like to discuss in this case, so | do have my light on and will be back later. | thank you,
Senator White. I've used all your time. Thank you, Mr. President. [LB545]

SENATOR CARLSON: Thank you, Senator White and Senator Wightman. Senator
Council, you are recognized. [LB545]

SENATOR COUNCIL: Yes, thank you, Mr. President. I, too, want to add that | think the
debate that occurred yesterday was very essential and very productive. There were a
number of questions that were raised and observations made. | first would like to refer
to an observation made by Senator Harms. Senator Harms, you're absolutely correct.
The issue of equity is a very serious issue. And as a officer of major national
associations, of boards of education in the past, | have been knowledgeable of a
number of equity lawsuits that have been filed in other states and have been successful.
And indeed the lawsuit that Senator Wightman has been referencing addressed that
exact same issue. And if the body will recall, the averaging adjustment was a measure
implemented by this body in an attempt to address that very issue of equity and arriving
at equity. Now, there have been a number of questions raised this morning with regard
to the numbers and how they're developed and how they are compared. | would ask
Senator Adams if he would yield to a couple of questions. [LB545]

SENATOR CARLSON: Senator Adams, will you yield? [LB545]
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SENATOR ADAMS: Yes | will. [LB545]

SENATOR COUNCIL: Senator Adams, if you can briefly, the formula...one of the
foundations for the formula is a calculation of basic funding. Is that correct? [LB545]

SENATOR ADAMS: That's correct. [LB545]
SENATOR COUNCIL: And how is that basic funding actually calculated? [LB545]

SENATOR ADAMS: The basic funding begins, first of all, with your GFOE, your General
Fund operating expenditure. And then what we're going to do is take that times the
growth limitation rate, which is currently 2.5 percent. But if you remember, as a result of
the action we took yesterday, we may end up at 1.5 percent, which is inclusive of the
allowances that...like poverty, like LEP. So we have grown those also by whatever that
growth limitation rate is. All right. Now, the next thing we're going to do is...once we
have that number, we're then going to subtract back out any allowances that the school
district had, subtract back out the poverty, subtract back out the LEP, and we come up
with what we call the adjusted General Fund operating expenditure. Now, once we have
that for an individual school district, that becomes their basic funding. However, in
LB988--1 hope I'm not taking too much of your time. [LB545]

SENATOR COUNCIL: Please. [LB545]

SENATOR ADAMS: However, in LB988 the next step we take is to take school districts
and put them into an array, five schools bigger, five schools smaller in student
population but very close to one another, and we're going to compare all of their
adjusted General Fund operating expenditures. We're going to throw the highest one
out and we're going to kick the lowest one out. And then we're going to find the average,
the average of the array of the adjusted General Fund operating expenditures, and that
becomes basic funding. [LB545]

SENATOR COUNCIL: Now, correct me if I'm wrong because | did some research and
some study over the weekend and again last evening, in making that determination and
in developing the arrays, there are different arrays depending upon the number of
students in the district. Am I... [LB545]

SENATOR ADAMS: That is correct. [LB545]
SENATOR COUNCIL: So it's my understanding, Senator, and correct me if I'm wrong,

that if a school district has less than 500 formula students, then basic funding is the
average of the... [LB545]
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SENATOR CARLSON: One minute. [LB545]
SENATOR COUNCIL: ...adjusted GFOE for each district in the array. [LB545]
SENATOR ADAMS: Nine-hundred is the cut off number. [LB545]

SENATOR COUNCIL: Okay. So if it's less than 900, the average is based upon the
adjusted GOFE for each district. [LB545]

SENATOR ADAMS: That's correct, rather than a per student. [LB545]

SENATOR COUNCIL: Okay. Now, but if you're over 900, it's based on a per student
application. [LB545]

SENATOR ADAMS: That's correct. [LB545]

SENATOR COUNCIL: So inherent in the formula is already a method for treating larger
schools and smaller schools in an attempt to place them in the most equitable position.
[LB545]

SENATOR ADAMS: | wish we had more time that | could explain why we do that, but
you're on the right track. [LB545]

SENATOR COUNCIL: Okay. And | guess the point that I'm making is that, as | stated
yesterday, | think the better course in terms of... [LB545]

SENATOR CARLSON: Time. [LB545]
SENATOR COUNCIL: ...addressing this issue is to be proportional. [LB545]

SENATOR CARLSON: Thank you, Senator Council and Senator Adams. Senator
Giese, you are recognized. [LB545]

SENATOR GIESE: Thank you, Mr. President and members of the body. I rise today in
support of LB545, and just want to give a brief synopsis of...as being a member of the
Education Committee. It took about two days into the committee to figure out that most
of the bills that came before us could have been subtitled "show me the money." If
Senator Heidemann would yield to a question. [LB545]

SENATOR CARLSON: Senator Heidemann, will you yield? [LB545]

SENATOR HEIDEMANN: Yes. [LB545]

10
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SENATOR GIESE: Senator, would you comment on...initially we were told that we had
$100 million in the budget that was going to go for education. Can you tell me maybe
where that went and anything about that? [LB545]

SENATOR HEIDEMANN: A little bit by memory here, after...we had initially put in the
$100 million which was what we thought the formula was going to call for. We at that
time...later on we found out that there was $234 million, | believe, was the amount
coming in from the stimulus package to help education that we could use to help
balance TEEOSA or help with TEEOSA. That $100 million that we had initially then had
in went back into the General Fund. If the question is, you know, what's going to happen
to that money, that is actually going to allow us to balance our budget, and that will
allow us to not have to make further cuts. If we wouldn't have that $100 million, we
would have to go back from agency to agency to agency to agency and make more
cuts, more people would be laid off, more people would be let go, more services
wouldn't be had in this state of Nebraska. LB545 and the way it is right now is a very
important thing for, | believe, the state of Nebraska to make sure that we have a good
responsible balanced budget. [LB545]

SENATOR GIESE: Well, | appreciate that, Senator Heidemann. Thank you for the
answer. As the revenue forecast declined and we were told that we didn't have $100
million, we were forced to make a decision. The Education Committee was then told we
had $234 million in stimulus money, but we should give the $100 million back that we
never really had. | voted to keep the $100 million, which would have sent a message to
the Appropriations Committee that they had to find the money. That was voted down.
We gave the money back that we never had. Now, what we have before us today is
LB545. | believe Senator Adams should be commended for all the work he has done in
trying to reach a solution to a problem that was created by LB988. The Education
Committee has presented a bill that is fair and equitable and it slows down the growth of
our enormous educational budget. LB988 and the things that it has accomplished is
historic. Was it perfect? Probably not, but time will tell. We are faced with a question of
whether we fund it fully or slow down the growth. If we choose to fully fund it and let it
grow, the only thing left to say is show me the money. Thank you. [LB545]

SENATOR CARLSON: Thank you, Senator Giese. Senators still wishing to speak:
Senators Gloor, Friend, Heidemann, Ashford, Lautenbaugh, Wightman, and others.
Senator Gloor, you are recognized. [LB545]

SENATOR GLOOR: Thank you, Mr. President, members of the body. | also was
reflecting on the discussion debate yesterday, and | had a flashback to something that |
heard over the weekend that | would like to paraphrase. And that comment that I'd
heard was that if we were to take all of our problems as a state and throw them on a pile
with all the other states, we'd want our problems back. | mean, we put this in
perspective of what we have to deal with as relates to a host of issues, including

11
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education. Were we to take our educational issues and throw them up on a pile with all
the other states dealing with educational issues across the country, we'd want our
problem back instantaneously, | believe. | say that by way of making sure we put this in
perspective, by way of making sure that we continue to be appreciative of the work of
the Education Committee under Senator Adams' leadership. Good discussion. This
problem compared to what we could be dealing with ought to be one we can get our
arms around. There was a challenge yesterday to make sure we take a statewide
statesman approach towards this. I'm sure some of that related to my specific
references to the Grand Island School District, the only district within my particular
legislative district, but | had to do that. | had to do that because | know that district and |
know some of the issues in that district because, as | related, | have family that are
within that district as educators and friends as educators and leaders within that district.
And because of that | know, not just within the Grand Island District but within other
districts, dozens of other districts, that there are challenges related to the averaging
adjustment that relate to education directly, contrary to the rationale given for extracting
that or making that an exception to the rule. It does affect the education of our children.
It does affect the learning environment of our children. That's my concern. That's the
reason that | related the specific for instances within that district. | know that that
averaging adjustment affects that learning community. Do we penalize districts with low
property values? Communities, school districts that have high needs through no fault of
their own--demographics, economic downturns, high needs--do we not reward them for
making sure they're up against the $1.05? Much effort, | know, went into the
development of this formula. And | have to believe those senators several years ago
who were involved in this understood all those reasons, and that's the reason the
averaging adjustment was in there. Leave it alone. Let it work. It's hardly wet behind the
ears. And if we have to make adjustments we need to do so, using a term that's come
up multiple times the past two days, with a degree of proportionality. Thank you, Mr.
President. [LB545]

SENATOR CARLSON: Thank you, Senator Gloor. Senator Friend, you are recognized.
| don't see Senator Friend. Senator Heidemann, you are recognized. [LB545]

SENATOR HEIDEMANN: Thank you, Mr. President, fellow members of the body. | want
to rise in support of LB545. | want to rise in support of AM1119. | want to rise in support
of the AM1078 to AM1119. Financially, we've had some tough decisions to make in this
state over the last three months. And | want to commend Senator Adams, | want to
commend the Education Committee for helping being part of the solution, and to make
sure when we get to the end of this session, we might not like everything that we've had
to do, but we can look back and be proud of what we have accomplished and by being
what | call responsible. I think that what they have proposed is very responsible. And |
would...it seems like a lot of our discussion today is on the averaging adjustment and
whether we need to probably tweak with it or not. | listened to Senator Gloor just a
second ago and | was wondering if Senator Adams would answer to a few questions.

12



Transcript Prepared By the Clerk of the Legislature
Transcriber's Office

Floor Debate
April 21, 2009

[LB545]
SENATOR CARLSON: Senator Adams, will you yield? [LB545]
SENATOR ADAMS: Yes, | will. [LB545]

SENATOR HEIDEMANN: Have you ever...I just thought about this. Have you ever
bought a new car or heard of somebody that bought a new car, brand new, and they
drove it a little bit and there was something that was wrong and had to go back in for
warranty work? [LB545]

SENATOR ADAMS: (Laugh) Yes. [LB545]

SENATOR HEIDEMANN: And really what...l believe what we're doing here with the
averaging adjustment is not a major overhaul. There was just something that was a little
bit wrong | think that we need to go back and correct. And I'm not one for going back in
and changing things time after time again, but even if we wouldn't have got into
somewhat of revenue problems in the state of Nebraska, would you have looked at the
averaging adjustment because of how it was playing out? [LB545]

SENATOR ADAMS: You raised a good question, Senator. | think we have an obligation
in the Education Committee, in addition to all that other things from early childhood
education and on and on that we look at, to constantly be looking at TEEOSA, not only
from a revenue perspective but from a needs perspective. Are we addressing properly
the needs of the school districts in the state and the growth of TEEOSA? So quite
candidly, and I'm speaking only for myself now, not for the rest of the committee, but
sustainability of aid is important to me so that we don't have to constantly be doing this
battle so the school districts are not riding a roller coaster anymore than they absolutely
have to, so looking at sustainability, which would have drawn me to the averaging
adjustment, yes. [LB545]

SENATOR HEIDEMANN: What's the cost of AM1078 to AM1119? Can you tell me that?
[LB545]

SENATOR ADAMS: Could you ask me the question one more time, Senator? I've got
some numbers here, but. [LB545]

SENATOR HEIDEMANN: What the amendment is going to cost, AM1078 to AM1119?
[LB545]

SENATOR ADAMS: $11 million. [LB545]

SENATOR HEIDEMANN: And you brought out AM1119 out of committee thinking this is
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what we had to do to the averaging adjustment, but now you are supporting AM1078.
Why are you doing that? [LB545]

SENATOR ADAMS: Well, the committee amendment, AM1119, when it came out we
were trying to make the $234 million fit. And all along | have been trying to address the
needs and listening to these schools that get the averaging adjustment and trying to
strike a deal with them and ease their pain. And also maintain a promise, Senator, that |
would not change LB988 substantively. And originally in LB545 we eliminated the
averaging adjustment. Then in AM1119 we don't eliminated it, but we can press it to the
point where it's virtually eliminated. And what I'm trying to do in AM1078... [LB545]

SENATOR CARLSON: One minute. [LB545]

SENATOR ADAMS: ...is to recognize that there may be a place for it, but it's got to be
modified so that it's sustainable. [LB545]

SENATOR HEIDEMANN: So you've compromised and then you've compromised again
to make this work? Is that...? [LB545]

SENATOR ADAMS: Yes, sir. [LB545]

SENATOR HEIDEMANN: When | look around this country and | look what other states
are having to do to their universities and to providers and to their schools, I've actually
heard of states actually cutting state aid to education. And over the next two years, this
state will increase state aid to education approximately $234 million. Now, if that isn't
something that we can't stand behind of and be proud of, | don't know. | want to leave
you with this thought. | talked to Senator Adams in the hallway, and | don't know if he
remembers this conversation and I'm paraphrasing a little bit, but he said at the end of
this discussion when we pass LB545, | want to make sure that we do the right thing.
[LB545]

SENATOR CARLSON: Time. [LB545]

SENATOR HEIDEMANN: And I'm convinced that the Education Committee and Senator
Adams are headed down that direction. Thank you. [LB545]

SENATOR CARLSON: Thank you, Senator Heidemann and Senator Adams. Senator
Ashford, you are recognized. [LB545]

SENATOR ASHFORD: Thank you, Mr. President and members. | think Senator
Heidemann is right. | think we are headed in the right direction; we're not there yet.
We're not at home. We're not there. And it's going to take us some time today and
tomorrow to get to where we need to be. The Education Committee did the right thing.
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We took what we had and we fit it into a budget number that we were given by the
Appropriations Committee. And that's to a great extent all we can really do. | mean, we
do education policy and Appropriations does spending policy. So we're where we need
to be at this particular point in time this second. But we aren't where we need to be in
education policy, and I think we need to address those issues today and tomorrow. I'm
not sure of the answer. Yesterday | talked about the cost to the state of all the sales tax
exemptions, and they are billions of dollars. It's an attractive thing to do to give every
group that wants one a sales tax exemption to the point where we don't have a sales tax
left. And | support closing those loopholes and | wish we could do that, but we're not
going to probably do that. There is not a proposal from Revenue on that and taking a
look realistically at sales tax exemptions does take a long view, and the Revenue
Committee is well suited to do that. But we're not quite there on education policy yet. If
we had the ability to create education policy with that other $100 million that we had, |
think we would have kept the averaging adjustment where it was. From LB988 we
already did amend the averaging adjustment down from counting 100 percent of the
students down to 75 percent of the students, so we made an adjustment in LB988.
LB988 took a lot of work. And for the most part, LB988 is intact. But with this
amendment we've made a step forward, but we still have significant issues with the 26
school districts that relied on the averaging adjustment in LB988. It is a hit. The question
we have to ask ourselves, is it too big a hit? Is it something that makes sense over
time? We have to look at all the ideas. Senator Council has an idea and an amendment
we have to think about and weigh and discuss, and it's going to take some time.
Because when we look back at what we did, especially on General File, if we look back
a month and a half from now at what we did and we still have questions and doubts,
then we haven't done our job. We may have a few doubts, but I think we have a long
way yet to go to meet the goal of education policy that Senator Gloor talks about.
Senator Friend has some thoughts about a new approach, and I'm going to give him the
rest of my time, if he so desires. [LB545]

SENATOR CARLSON: Senator Friend, a minute, 50 seconds. [LB545]

SENATOR FRIEND: Thank you, Mr. President. Thank you, Senator Ashford and
members of the Legislature. Sorry | missed my opportunity earlier. This calculation...the
averaging adjustment was set up and we've all established that it's a calculation to help
districts that spend less per student and are hindered by property tax limitations. Well,
then it begs the question right now, why did we even set it up? If we think in different
terms when we talk about aid stabilization for a second, | mean, one of the
concerns...and | was talking to...I don't mean to hang Senator Fischer out. She was
actually quite helpful off the record. One of the things that occurred to me in my
conversation with her is one of the things we worry about is aid stabilization. The cuts
that's... [LB545]

SENATOR CARLSON: One minute. [LB545]
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SENATOR FRIEND: ...some of the rural districts are going to end up taking...I mean, |
can't tell you enough that this isn't about me being provincial. And | think this could be
testament to that. We have an aid stabilization with levels that go from 2.5 to 5. If you're
losing population, if you're losing resources, you lose money and you lose it to the
degree of 2.5 percent to 5 percent the year after that. Why not change it to 3.5 in the
middle? What about basic funding? Why can't we take a proportional change to...why
can't we make a proportional change to basic funding that would go from 100 percent
to, | don't know, 98.5 percent? There are ways to approach this. Senator, there are
people out here that voted against averaging adjustment. [LB545]

SENATOR CARLSON: Time. [LB545]
SENATOR FRIEND: Now | know why. Thank you, Mr. President. [LB545]

SENATOR CARLSON: Thank you, Senator Friend and Senator Ashford. Mr. Clerk for
an announcement. [LB545]

CLERK: Mr. President, the Committee on Judiciary, chaired by Senator Ashford, reports
LB76 to General File with amendments. And Revenue Committee will have an
Executive Session at 10:00 in 2022; Revenue, 10:00, 2022. [LB545 LB76]

SENATOR CARLSON: Thank you, Mr. Clerk. We return to discussion on AM1078.
Senator Lautenbaugh, you are recognized. | don't see Senator Lautenbaugh. Senator
Wightman, you're recognized. [LB545]

SENATOR WIGHTMAN: Thank you, Mr. President. | want to continue on with a little
more of a review of the language in the case of the Nebraska Coalition for Educational

Equity and Adequacy (Coalition) v. Governor Heineman. | was discussing that there had
been a 1972 amendment to the constitutional provision providing that the Legislature
shall provide for the education of all students between the ages of 5 and 21. And | was
discussing finally the voters in 1996 considered a proposed constitutional amendment
that would have imposed qualitative standards on the type of education the Legislature
must provide. That court then goes on to say the amendment would have made a
"quality education" a fundamental constitutional right of each person and a thorough
and efficient education the paramount duty of the state. Going on, the court says this
constitutional history shows that the framers of the 1875 Constitution intentionally
omitted any language from the preinstruction clause that would have placed restrictions
on qualitative standards on the Legislature's duties...restrictions or qualitative standards
on the Legislature's duties regarding education. Nor has the coalition, and they're
referring to this case in particular, pointed to any history showing the framers intended
the state to make up for funding shortages in individual school districts. We interpret the
paucity of standards in the free instruction clause as the framers' intent to commit the
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determination of adequate school funding solely to the Legislature's discretion, greater
resources, and expertise. The court goes on to say any judicial standard effectively
imposing constitutional requirements for education would be subjective and
unreviewable policymaking by this court. In other words, the court couldn't preempt the
constitutional provision leaving that to the Legislature's...and leaving that as a legislative
function. Court also made this statement: Fiscal policy issues are the very decisions that
have been left to the Legislature by the Nebraska Constitution. We could not hold that
the Legislature's expenditures were inadequate without invading the legislative branch's
exclusive realm of authority. So | think the court makes it very clear that this duty to
determine exactly how we educate the children from ages 5 to 21 is the duty of the
Legislature, is a function of the Legislature. And the judicial branch should step very
lightly in anything that would impose any restrictions on that authority granted to the
Legislature. Finally in conclusion, the court says the Nebraska Constitution commits the
issue of providing free instruction to the Legislature and failed to provide judicially
discernible and manageable standards for determining what level of public education
the Legislature must provide. This court should not make that determination without
deciding matters of educational policy in disregard of the policy and fiscal choices that
the Legislature has already made nor could we impose a constitutional standard or a
"quality” education without ignoring the people's clear rejection of that standard in 1996.
| would contend that the Legislature, through the Education Committee, has made those
choices subject to this body's changing it, that that is something that will be looked at
very sparingly by... [LB545]

SENATOR CARLSON: One minute. [LB545]

SENATOR WIGHTMAN: ...the judicial system of our government, that it is specifically
left to the Legislature. And that isn't to say that the Legislature couldn't overstep its
authority, but | don't think there's really any significant thought that we have done that at
this point, that we've overstepped our authority. Again, | do not have the figures yet from
Lexington as far as the current state expenditures and still want to get some additional
figures for you. But with that, thank you, Mr. President. [LB545]

SENATOR CARLSON: Thank you, Senator Wightman. (Visitors introduced.) Senators
still wishing to speak include: Senators White, Hadley, Lathrop, Howard, Council,
Stuthman, and others. Senator White, you are recognized. [LB545]

SENATOR WHITE: Thank you, Mr. President. Unfortunately, | must disagree with
Senator Wightman. | think he has read a different case than the one the Supreme Court
wrote. What the Supreme Court said in that case is it is the prerogative of the
Legislature, the Legislature's duty to determine how much money shall be available to
provide for an education in the common schools area. They also said the Legislature
has a lot of discretion on the sources for that money. What they did not say and what is
the big risk that we've been talking about is what happens if the Legislature cuts it up in
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unequal portions? Imagine a pie in a family. The Supreme Court has said we can't make
the Legislature make that pie any bigger than it is. It's what it is and what the Legislature
says. And we can't tell you where they're going to buy the pie from. But what they never
said is what happens if the Legislature starts cutting it up so some kids in the family get
big pieces and other kids get little slivers. That's equal protection, and the Supreme
Court never, never said that they backed off of that. What they said is we need to have
a justiciable issue. That means something judge can decide with a standard. Well,
we've got a problem, folks. Some of our kids are getting double the amount of state aid
from other kids under the more favorable number Senator Adams gave us. Under the
basic funding and the adjusted funding, the funding we're talking about now, some kids
are getting four times as much money. That's equal protection. That case didn't touch
that. That remains out there especially, especially since the states or the school districts
that are so hard hit, the hardest hit school districts have large minorities in them, large
proportions of minorities--Lexington, Grand Island, Omaha. Now you've got not only
unequal cutting of the pie, the kid with the little pieces are Hispanic and African
American and other minorities. You have a constitutional crisis and nothing in that case
should give anybody any comfort because they were only talking about how big the pie
is and where the pie came from. They didn't say a darn thing about how you split it up,
and that's a whole different lawsuit. Now, | want to talk to you about why this is so
critical at this juncture. This adjustment formula was put in place for the very reason I'm
standing up here and talking to you now. Because there was an unconstitutional,
unequal division of basic funding. And this was the Legislature's effort to move us
responsibly towards equal funding for all students across the state, and it is this that
we're actually taking out. It is the very thing that is to move us to equal protection of the
law that we are cutting, and it is a very wrong thing to cut. | don't dispute that we may
not be able to give funding for everything we want. | do not dispute that. But | will tell
you that it is completely wrong constitutionally, morally, educationally for us to say we
are going to perpetuate a system of inequality division of the available pie. That's
completely wrong and it should not occur. And | want folks to understand, please listen
carefully, what these cuts mean for different districts over time. And I think you should
not only look to next year and two years out, but look at three years out. And I'm going
to read some of the impact. Alliance Public Schools, if it was fully funded, they'd get
$441,527. The estimated loss at the first year if this passes to Alliance, $109,000;...
[LB545]

SENATOR CARLSON: One minute. [LB545]

SENATOR WHITE: ...year two, $275,950; year three, take the first number, $441,527,
and cut it in half. Beatrice Public Schools, the first year they'll lose $219,913 of what
they should get to move toward equal opportunity for all students; year two, $554,436.
And it will get worse. Blair, $279,232 in loss the first year; year two, $683,022. And this
again is moving inequality of the size of the pie. We are not talking about needing more
money or less money. Senator Wightman knows the Supreme Court said they won't
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make us make the pie bigger, they can't make us make the pie bigger, but they darn
sure... [LB545]

SENATOR CARLSON: Time. [LB545]
SENATOR WHITE: ...can make us cut it fairly. [LB545]

SENATOR CARLSON: Thank you, Senator White. Senator Hadley, you're recognized.
[LB545]

SENATOR HADLEY: Mr. President, members of the body, Senator Heidemann asked
about states that were cutting. | did do a little research on that. Right now there are 27
states in the United States that are cutting aid to K through 12 education. And we're
sitting here arguing about how we're going to divide up the 10 percent increase. I'll bet
there isn't a state in the Union right now that wouldn't trade places with us with that kind
of increase. | want to make a couple of comments. Someone talked about last year that
we should let the formula work and let it work out. | got a hunch that probably somebody
sitting around the table at General Motors a few years ago said, let's let our pension
formula work out, let's see how it all works out, let's let our marketing plan work out.
Look where they're at today. If something isn't working the way it should, let's take a
look at it. | am primarily concerned about an unsustainable growth in state aid to
education. We've seen that. | don't think there's anybody here that doesn't say that we
can't continually do this. We have to find a solution to the problem. Maybe this isn't the
best one, but we're under the gun now. We've got to balance a budget come June 5.
Can | ask Senator Adams...would he yield to a question? [LB545]

SENATOR CARLSON: Senator Adams, would you yield? [LB545]
SENATOR ADAMS: Yes, | will. [LB545]

SENATOR HADLEY: Senator Adams, when | talked to the people back at home and |
talked to neighbors who have been laid off, | talked to businesses who would just love to
have their budget be the same, their revenues the same as last year or the people
whose hours have been cut back, for a simple person like myself, basically where is the
10 percent increase going to go that we're going to give to the school districts? Can you
simply answer that for someone who kind of wants to understand? [LB545]

SENATOR ADAMS: Well, | mean it's difficult to answer because we have 254 different
school districts with 254 different demographics and access to allowances and
adjustments, but, you know, we're on the subject of averaging adjustment, a good
portion of the increase goes to the averaging adjustment. [LB545]

SENATOR HADLEY: Thank you, Senator Adams. And, again, | think what Senator
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Adams is saying, we're not talking about a decrease here, we're arguing about my
increase isn't as much as | would like it to be. Well, I think we have a lot of citizens in
Nebraska that are in that same situation. Their job isn't the way they'd like it to be right
now. Their salary may not be the way they'd like it to be now. | do understand what
Senator White is saying. | think we need to be cognizant of this, but | think we also have
to come up with a solution that fits at the present time. Thank you, Mr. President.
[LB545]

SENATOR CARLSON: Thank you, Senator Hadley and Senator Adams. Senator
Lathrop, you're recognized. [LB545]

SENATOR LATHROP: Thank you, Mr. President. | would yield my time to Senator
White. [LB545]

SENATOR CARLSON: Senator White, 4 minutes and 50 seconds. [LB545]

SENATOR WHITE: Thank you, Mr. President. Thank you for that courtesy, Senator
Lathrop. Let me move on, okay, and let me explain. Senator Hadley, | deeply appreciate
the fact we are talking about a budget crisis. | do understand that we have limitations.
But, again, to me the focus should be on that's the size of the pie. But if we're serious
about our constitutional obligations, the size of the pieces of the pie ought to be equal
as we can reasonably make them, taking into account some special needs. Obviously, a
child with learning disabilities will take more money. A child with second language
problems will take more money. But to have a disparity in funding under the adjusted
numbers of two to one, under the numbers that should be the debate here of up to four
to one, that's not reasonable and nor did the Supreme Court ever bless that kind of a
division. And that's why this bill existed, and that's why this funding formula existed.
Now, | would like to point out something else that's changed since that Supreme Court
Opinion. The Supreme Court in the Republican River case said...it was a landmark
change. They said we can no longer look to local property taxes to solve a statewide
problem. That's new business, folks. Now, did they mean that? Does it cross over to
education? | don't know, but it sure could by the internal logic of it. It certainly could. And
| will bet you it certainly will if we allow gross disparities in resources to educate the
kids. We're talking again, are we cutting the pie fairly, not the size of the pie. Now, |
want some people to understand what this means by cutting the funding of this.
Bellevue, Bellevue Public Schools will lose $1,184,907 first year. They'll lose
$2,901,765 the second year. That's a property tax increase, folks. That means we're not
doing our job from the General Fund to alleviate property tax. Nobody should kid
themselves, no free lunch. We don't find the money here, they got to find it on the backs
of the homeowners. And that's not right to say we're being fiscally responsible--wink,
wink--go break the back of your neighborhoods with property taxes--completely
inappropriate. And what | would tell you is one of the reasons we talk about uncontrolled
student growth, we're 48 in the country. We could have "uncontrolled growth" for a
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decade and not even get to the midpoint among states. So | would submit to you that
we better look at ourselves and really what we've done. We have balanced our budgets
on the back of property owners and at the expense of a lot of our children. That has got
to end and it will end. It will either end because we stand up and do the right thing or it'll
end because a court orders us to. And that is not a good solution for any school system
or any state. Let's look at Crete Public Schools. Crete loses $112,000 the first year and
$285,000 the second year. Elkhorn, $519,000 the first year, $1,266,000 the next year.
Fremont, $359,804 the first year, $880,000 the next year. Grand Island, $489,586 the
first year, $1,194,588 the next year. [LB545]

SENATOR CARLSON: One minute. [LB545]

SENATOR WHITE: Again, Grand Island, chock-full of minorities, chock-full of English as
a second language students, up against the levy limit, doing everything they can, and
they're falling further behind on the per capita money available to educate students, not
closer. And their property owners there are taking it in the neck. Why? Because we
don't have the political will to cut the pie in fair pieces. | would like and | will intend to
continue to get up and read more of these. | may have room for one more. Gretna,
Gretna loses $393,717 the first year, $967,063 the next year. Hastings, $407,248 first
year, $996,811 the following year. Once again folks, that money will come from property
taxes. You're not saving money here, you're transferring obligations. Thank you, Mr.
President. [LB545]

SENATOR CARLSON: Thank you, Senator White. Senator Howard, you're recognized.
[LB545]

SENATOR HOWARD: Thank you, Mr. President and members of the body. By agreeing
to the average adjustment in its present form we are turning our backs on those
students who come into the school system with the greatest need, those students who,
without the opportunity to move forward, will finance their lives in the best way they
know how. | can't help but issue a caution to Senator Avery and I'm sorry he's not here
right now. But it really is to no one's advantage to compare education expenditures to
the appropriations for Health and Human Services. Health and Human Services has
long been underfunded and is a poorly neglected property waiting for the roof to fall in.
The Beatrice issue is a perfect example of this. The neglect didn't happen overnight but
through decades of underfunding and ignoring. Do we want a school system
comparable to this? | would, and | think all of you would, prefer to raise the bar for
education in Nebraska, not to lower it. | have a school in my district, Jackson
Elementary School, that failed to reach the statewide benchmark in testing for reading,
this school predominantly of students who are speaking English as their second
language. To give these students the opportunity to reach the established standards,
the staff is coming in on Saturday mornings to teach. | volunteered my time on Saturday
morning to tutor these students and to help the teachers to help these children. These
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are students who otherwise wouldn't have the chance to learn and succeed. And with
this funding cut, this program will be gone. We can't afford to lose any of these students.
We have to support these teachers who are working so hard and giving so much for
these pupils. We can and we should do this. We can't be in every classroom, but we
can provide the funding to have an adequate number of teachers in these classrooms. |
received numerous e-mails on this issue and I'm sure you have too. And | want to share
just a small part of one e-mail with you. To support legislation that unequally distributes
funds is to say that we are not really concerned about those in our society who can't
take care of themselves. This is not only immoral, but shortsighted. The long-term
impact this has on society is told only through countless lost lives. Thank you, Mr.
President. [LB545]

SENATOR CARLSON: Thank you, Senator Howard. Senator Council, you are
recognized. [LB545]

SENATOR COUNCIL: Yes, thank you, Mr. President. Again, we've been debating the
issue of what is the best way to address the funding of education in the state of
Nebraska. And | still maintain that the issue that we must have ever-present in our
minds is fairness and equity. And before | say this, | wanted to be clear that | respect
and appreciate the hard work of the Education Committee. | don't envy them at all for
the tasks that was laid before them, and | think they worked hard at trying to arrive at
the best way to address this issue. But with all due respect to my colleague, Senator
Giese, review of LB545 on its face is not fair and equitable. It's difficult for me to
rationalize that in the context of 26 out of 254 school districts bearing the brunt of the
necessary reductions to enable us to utilize the stabilization. To me that's not fair and
equitable. And when we look at how can we make it fair and equitable, I think we can
get closer to fairness and equity by addressing this issue on some proportional basis.
And | recognize that during the briefing--and | thank Senator Adams for providing the
briefing last week--1 posed the question about spreading this burden, this pain
proportionally across all of the districts, and there was some concern about the effect on
small school districts. And Senator Friend referred to the aid stabilization. Well, there's
also a question with regard to needs stabilization. And | would ask Senator Adams if he
would yield to a couple of questions. [LB545]

SENATOR CARLSON: Senator Adams, would you yield? [LB545]

SENATOR ADAMS: Yes, | will. [LB545]

SENATOR COUNCIL: It is my understanding, Senator Adams, that as a part of the
formula there are two stabilizations that are taken into consideration. One is needs

stabilization and the other is aid stabilization. Is that correct? [LB545]

SENATOR ADAMS: That is correct. [LB545]
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SENATOR COUNCIL: Okay. And in terms of needs stabilization, if after the calculation
of the general operating fund expenditures, after the adjustments, after the allowances,
that if a school district's needs, as determined by the formula, is less than 100 percent

of their previous formula year needs, they receive their previous year's formula needs.

[LB545]

SENATOR ADAMS: That's correct. We tried to stabilize when we moved to LB988.
[LB545]

SENATOR COUNCIL: Okay. Now, it's my understanding that under LB545 and the
Education Committee's amendment, AM1119, there is no adjustment to the needs
stabilization. [LB545]

SENATOR ADAMS: We have not changed that. [LB545]

SENATOR COUNCIL: Okay. So there is protection built into the formula for school
districts, many of whom are the smaller school districts who are losing enroliment, other
factors that come into play that make their formula needs under this year's calculation...
[LB545]

SENATOR CARLSON: One minute. [LB545]

SENATOR COUNCIL: ...less than last year's calculation, there is a provision in the
formula to stabilize that. [LB545]

SENATOR ADAMS: There is and it's not just for small schools. There are some larger
ones that take advantage of that as well. [LB545]

SENATOR COUNCIL: And as well for the aid stabilization, there is a percentage on the
aid stabilization below which, regardless of what the calculations say, those school
districts will not fall below. [LB545]

SENATOR ADAMS: That goes away after this year. [LB545]

SENATOR COUNCIL: Okay. Well, the point of asking those questions is that just as
we've make a commitment to school districts who may have experienced changes in
their operation that have altered their formula needs, just as we have addressed that
issue by maintaining it, | submit we need to maintain the averaging adjustment on the
other end of the spectrum for those school districts who, despite the best efforts in
terms of generating as much as they can from their levy,... [LB545]

SENATOR CARLSON: Time. [LB545]
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SENATOR COUNCIL: ...have not met the average cost per student. [LB545]

SENATOR CARLSON: Thank you, Senator Council and Senator Adams. Senator
Stuthman, you're recognized. [LB545]

SENATOR STUTHMAN: Question. [LB545]

SENATOR CARLSON: The question has been called. Do | see five hands? | do. The
question is, shall debate cease? All those in favor vote aye; all those opposed vote nay.
Have all those voted that wish to vote? Record, Mr. Clerk. [LB545]

CLERK: 16 ayes, 17 nays to cease debate, Mr. President. [LB545]

SENATOR CARLSON: Debate does not cease. The next speaker is Senator Giese, and
those wishing to speak: Dubas, Gloor, Mello, Friend, and others. Senator Giese, you
are recognized. [LB545]

SENATOR GIESE: Thank you, Mr. President, members of the body. Just to reiterate,
the Education Committee was concerned at day one that we were under a budget crisis.
And | certainly appreciate Senator White's comments. And want to comment myself to
Senator Council that | do not...although | voted for LB545, | do not feel that it is the
end-all solution to the problem that we have. There is constant work going on right now
to make it easier for us to go forward with our education budget. We worked on this
process for two months in committee, and this is where we're at today. And if Senator
White would like, | would yield the rest of my time to Senator White. [LB545]

SENATOR CARLSON: Senator White, 4 minutes. [LB545]

SENATOR WHITE: Thank you for that courtesy, Senator Giese. Members of the body,
we do need a solution. What the Education Committee struggled with was substantial.
What | would propose and Senator Council is preparing to offer are amendments that
more fairly spread the pain across all students. And | would like to point out, | have not
even gone halfway through the list yet. But as you heard those different school districts,
we're talking about kids from the farm, we're talking about kids in Lexington, we're
talking kids in Omaha. It's going across the board. More importantly, we're looking at
fundamentally unfair way we finance those kids' education. Not only do they not get
equal amounts, in some areas of the state we're breaking the back of landowners. |
mean, we don't split the proceeds of the tax money fairly among the children and we
don't tax people fairly who are paying it. Why should a rancher or a farmer in one school
district have to pay $1.05 levy limit on their property, but a rancher and a farmer across
the road might pay 75 cents? It's unequal in distribution, it's unequal in commitment.
And that's because it's been politically easy for us to just say those are local problems.
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And the amendment as drafted reverses a long commitment inside of this body to move
us away from that, to move us toward a system where at least in terms of the proceeds
the students will have a closer approximation of similar resources. Will it be perfect?
Absolutely not. But will it be better than this? Yes, we can do better than this with
available money. With available money we can more fairly divide it, and we can more
fairly divide the burden on the landowners who are educating children. And that alll
comes back to the very first thing | read, which was the constitution. It's a state
obligation, folks. They're all our children. It's a statewide obligation. We cannot allow
one group of kids to get the best possible education and another kid to get a
substandard education because we don't have the political will to fairly distribute the
resources. We cannot drive one farmer out of business because he has to pay a
backbreaking tax levy when his neighbor in the next county pays literally two-thirds of
the obligation he does. We cannot tolerate this anymore. And that has to start now. And
so | know there are and I'm assured there are amendments coming immediately.
[LB545]

SENATOR CARLSON: One minute. [LB545]

SENATOR WHITE: And | thank you for allowing me to come forward. Senator Council
will have some amendments to talk about that we think more fairly divides the pain. And
then | will love to hear other people's observations. But remember, what we're talking
about here is how do we fairly cut a pie? Everybody knows it's not as big as we want or
as big as it should be. But, boy, we can cut it fairly and that's what we need to do. Thank
you. [LB545]

SENATOR CARLSON: Thank you, Senator Giese and Senator White. Senator Dubas,
you are recognized. [LB545]

SENATOR DUBAS: Thank you, Mr. President. Good morning, members of the body. It
is very, very important that we have this debate and that this debate is a long and
thoughtful and considerate debate. Next to the budget, it is in my mind among the most
important things that we will discuss in this Legislature and make a decision about. And
it impacts every child from Omaha to Scottsbluff and every place in between. We need
to continue to talk about a sustainable formula and what does that mean, and how can
we get there. In the past we had foundation aid. That didn't work. We moved towards
this type of a formula where we brought different types of adjustments in. We were
looking to create a fair and equitable way to educate all the children in the state. But
unfortunately, fairness is in the eye of the beholder. We are diverse in size and in
challenges to educate our children. But a solid K-12 education for all children goes a
long way to address many other concerns that we have spent time talking about on the
floor of this Legislature, issues that cost the state money, money that would be much
better spent to educate our children. A good education is a great prevention tool. We
are required constitutionally to fund K-12 education, but each year we find that more
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challenging and less economically sustainable. Senator Pahls did us all a great favor by
opening up a much needed conversation about our tax system. If you keep doing the
same things, you'll keep getting the same results. If we are truly serious about tax relief
then that means we have to do something different. That means we have to step
outside the box and look at different ways of taxing and spending our money also. I'm
very happy that the Revenue Committee will be looking at this very critical issue with the
intent to find solutions, but school funding must be a part of that tax change discussion.
Schools are extremely important to the viability of our rural communities. As we work
hard to attract families and businesses to our areas, schools are among the first thing
that people look at. I'm proud of the schools in my district. Their students graduate and
go on to do quite well, whether it's in furthering their education or stepping into the job
world. My districts, as well as most other districts across the state, know how to stretch
a dollar while not compromising the education of their students. There is no question
that financial resources are a premium. Property taxes definitely put an extreme burden
on our citizens. And that is why this discussion must be about so much more than just
whether we keep or eliminate averaging adjustment. It needs to be how do we educate
all of the children of the state where they live and how do we do it fairly? If Senator
White is available, | would like to ask him a question, if he would yield. [LB545]

SENATOR CARLSON: Senator White? [LB545]

SENATOR WHITE: Yes. [LB545]

SENATOR CARLSON: Would you yield? [LB545]

SENATOR WHITE: Yes. Yes, sir. [LB545]

SENATOR DUBAS: Thank you, Senator White. | appreciate what you brought into this
debate and the recognition that we know what size the pie is, now how do we cut that
pie up? [LB545]

SENATOR WHITE: Right. [LB545]

SENATOR DUBAS: And you frequently referenced fairness and equity, and | believe
that Senator Council may be working on some amendments. But help me understand,
does equity mean dollar-for-dollar equity? How do we define fairness and equity?
[LB545]

SENATOR WHITE: Well, and that's who we are, you know, is that's what this is about,
and that's why the debate is important. | expect to learn, Senator Dubas, in this debate

what that means. Okay. But | can tell you what it doesn't mean. It doesn't mean on the
basic funding, which is this, which doesn't take into account... [LB545]
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SENATOR CARLSON: One minute. [LB545]

SENATOR WHITE: ...poverty or English as a second language, that you have huge
disparities in the amount of state money going in their basic funding to district to district,
especially to districts that are up against the levy limit, can't do anything more, and their
kids are still getting a lot less on basic funding than others. That's not equity to me. So
that's a major concern. [LB545]

SENATOR DUBAS: | appreciate those comments and it is very important that we
continue with this debate. As | said, it is among the most important things that we will
decide in this legislative body and it deserves our very serious consideration. Thank
you. [LB545]

SENATOR CARLSON: Thank you, Senator Dubas and Senator White. Those still
wishing to speak: Senators Gloor, Mello, Friend, Harms, Wightman, Nordquist, and
others. Senator Gloor, you are recognized. [LB545]

SENATOR GLOOR: Thank you, Mr. President. I'm sure | speak for the remainder, the
rest of the body when | say that the amount of respect and trust that | have in Senator
Heidemann is such that | would have no hesitancy buying a new or used car from him,
but I'm not buying his analogy or metaphor. | get those two confused. | need to get a
dictionary in front of me. I'm going to toss another one out there, since we got into the
car business all of a sudden. | am reminded of the friend | had in high school who was
always under the hood of his car tweaking to squeeze a little more miles per hour out of
a car. And you wanted to tell him, look, it's a 12-year-old Chevy Bel Air with a straight
line 6; it isn't going to make any difference how much you tweak with it, it is what it is;
leave it alone (laugh); let it work. What it was designed to do was get you from point A
to point B and not very fast, and maybe with a fairly decent level of fuel economy. This
isn't a new car we're working with. The formula that we have, we have put together. It
has been designed to do something specific. And tweaking with it isn't going to make it
into a 409 GTO with glass packs and a Hurst shifter. It is what it is. Put the hood down.
Stop tweaking with it. Deal with a level of proportionality here, and let's see where this
takes us. Proportionality. Leave it alone. Let it work. With that, | would yield the rest of
my time, Mr. President, to Senator Friend. [LB545]

SENATOR CARLSON: Senator Friend, 3 minutes and 20 seconds. [LB545]

SENATOR FRIEND: Thank you, Senator Gloor. Thank you, Mr. President and members
of the Legislature. Was in an Executive Session and | saw that the question...somebody
tried to call the question and it was almost evenly divided. | thought that was amusing.
Starting to wear off. Everybody is starting to really enjoy debate, is that it? We want to
continue down, continue down the...down the path? Well, good enough. Staff members
for Senator Adams are used to this over the years, so if you're worried about offending
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people, | wouldn't. | mean this is par for the course. That would be my guess, anyway,
educated guess. Was talking about when | got an opportunity earlier to talk about...the
conversation logically, when it comes to education, starts scattering in all different
directions and it does that because that's what it is to all of us, is personal, like we were
talking about yesterday. That's what happens. But if we try to...if we try to roll this back
into not only averaging adjustment but to the discussion that seems to be going off on to
the side and that is, wait a minute, there's X amount of people that are standing up and
saying, we don't like the way the averaging adjustment came out. So in other words,
we've got the Omaha Public Schools. Senator Friend is being, you know, provincial.
Okay, | am. Millard Public Schools, I actually graduated from Millard, they're losing
money under the averaging adjustment. I'm being provincial again. | used to live in
Nebraska City. I'm being pretty provincial there. They're losing money, too, to the tune
of $70,000. By the way, | spent four years of my life in Grand Island. Boy, $400,000 and
plus in the averaging adjustment that they're losing. | am the most provincial person out
on this floor. | don't think there's any question about it. My province right now under
these circumstances is the averaging adjustment. And I'm trying to figure out, like | said
earlier when | got done, is why do we still have it? | have never lived in a rural
community. | wished that I... [LB545]

SENATOR CARLSON: One minute. [LB545]

SENATOR FRIEND: ...in a lot of ways that | could or could have, really rural | mean. I've
lived in these small and larger urban communities. And it's my understanding that the
averaging adjustment was created, not to be repetitive, was created when we created it
last year as a calculation to help set up districts that spend less per pupil. Now
according to the averaging adjustment, me being provincial again, OPS stands to lose
upwards of...under their understanding of what they were going to receive, based on the
averaging adjustment, upwards of around $6 million. Everybody keeps saying, well, wait
a minute, that's just a cut upon increases. Remember what | said, not to them. They're a
school district. [LB545]

SENATOR CARLSON: Time. [LB545]
SENATOR FRIEND: Thank you, Mr. President. [LB545]

SENATOR CARLSON: Thank you, Senator Friend and Senator Gloor. Senator Mello,
you're recognized. [LB545]

SENATOR MELLO: Thank you, Mr. President. Would Senator Heidemann please yield
for a question? [LB545]

SENATOR CARLSON: Senator Heidemann, would you yield? [LB545]
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SENATOR HEIDEMANN: Yes, I...(laugh) | don't know what the question was, but...
[LB545]

SENATOR MELLO: Senator Heidemann, looking over the TEEOSA state aid estimate
that | received from the Fiscal Office, what percentage of an increase are we giving in
General Funds to TEEOSA in years '09-10 and '10-117? [LB545]

SENATOR HEIDEMANN: General Funds, | believe they're held fairly flat, | think is
probably what you're trying to get after. [LB545]

SENATOR MELLO: About a zero percent increase. [LB545]
SENATOR HEIDEMANN: Probably that's what you're getting after, yes. [LB545]

SENATOR MELLO: Okay. Thank you, Senator Heidemann. Members of the
Legislature, I've been listening to the debate yesterday and today and I've been very
intrigued by the frame of debate that's being used which is, we have members on the
floor who have made comments suggesting that we are giving, we as the Nebraska
Legislature, is giving a 10 percent and a 7 percent increase to state aid to education
through TEEOSA over the next two years. For the record, the $234 million that we are
putting towards education is federal dollars from the American Recovery and
Reinvestment Act. Those are not General Fund dollars that we're receiving. Those
funds are going to the school districts regardless. You just heard my colleague, an
Appropriations Committee member, Lavon Heidemann, say that we are giving a zero
percent increase in General Fund dollars to state aid to education, zero percent
increase over the next biennium. | don't think we are being honest with Nebraskans and
the taxpayers and with our public education system by trying to say we are giving you a
10 percent and a 7 percent increase, when we know we are not doing that. We are
simply passing through federal dollars that school districts were going to get regardless
because of federal legislation that was act earlier this year. Part of this debate, | think in
my perspective as an Appropriations Committee member, is what happens in year
three. | briefly chatted with Senator Adams, and | want to reiterate, | applaud the work
that he's done and the committee has done. They've been put in a very precarious
situation. Obviously, | would like to see us fully fund the TEEOSA formula. Part of the
debate that we have to start talking more about regarding LB545 and some of the
amendments, is what happens in year three. We're putting $234 million of money that
will not be here in two years into our formula. And then we will have a formula in two
years that has a gaping hole of $234 million that will not be there. You can look here at
the TEEOSA estimate that says in year three we have a 23.4 percent increase in
General Funds. I, for one, do not believe this Legislature will fully fund that 23.4 percent
and the reason | don't believe that is because we have not done it before. We
continually change the state aid to education formula every two years to fit our budget
projections and to try to balance our budget instead of fully funding public education the
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way our constitution says we're supposed to. I'm interested in hearing other senators'
feedback on this because | know this is not part of the averaging adjustment debate that
we're having right now. | think everyone knows that obviously | don't support the
averaging adjustment or of cutting it. | think Senator Nordquist and Adams had a very
good dialogue this morning regarding maybe we can look to ways to tweak it to have
more of the tiered system again. But the argument | would like the body to start to
consider is the bigger argument, which is we are not giving any more money... [LB545]

SENATOR CARLSON: One minute. [LB545]

SENATOR MELLO: ...in General Funds to public education over the next two years. We
are instead using one-time dollars to prop up an aid formula that we know in two years
has an enormous cliff. I've said it before and I'll say it again, that is not responsible
budgeting and that's not our responsibility of trying to fully fund education, full well
knowing that this is temporary money and that the money will disappear, and in two
years we'll be in the same predicament that we are today. Thank you, Mr. President.
[LB545]

SENATOR CARLSON: Thank you, Senator Mello and Senator Heidemann. Senator
Friend, you're recognized. [LB545]

SENATOR FRIEND: Thank you, Mr. President and members of the Legislature. I'll start
anew. | just saw an amendment that was quite intriguing, one of the things that's
actually now out on the Chamber Viewer, if anybody is interested. | just wanted to use
this 5 minutes to explain, | think, where a lot of this was going based on a lot of the
discussion we've had off the floor and on the floor. This is my take on it, and | guess |
would ask respectfully to remember a couple of things. One, no one, least of all me,
have | heard...I've heard no one out there screeching and whining and complaining that
that pie that we're talking about needs to be a heck of a lot bigger. Now people have
mentioned that and said, we're talking about fully funding education and how we're not
fully funding education, and etcetera, etcetera. But we all know the lay of the land.
There's X amount of money right now and that's how much we're going to be able to
spend. What we have is a bunch of people fighting over the pie, right? Then the other
thing that | wanted to point out or the other thing that | thought was important for
everyone to remember, including myself, is that a lot of times we get out here in a
legislative mode and we say, boy, Friend's acting really provincial. He's worried about
OPS and he's worried about Nebraska City and he's worried about Millard and he's
worried about all the things that affect him and he's not worried about our stuff. Oh, and
by the way, what's your solution, Friend? | said this about two years ago. Sometimes
the solution is just to kill stuff. That is a solution. Kill it. It's not a great solution all the
time. You know | can't count on 2 hands, | can't count on 20 hands the amount of times
somebody walked up to me or | walked by and they said, well, what's your solution then,
Friend? You know what my answer was? (A)...twofold--(A) listen to me, then you might
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get something out of it and find out what my solution is; or (B) my solution is to kill it. Get
rid of it. Watch it go away and then laugh or cry or worry about it for the next year,
because more than likely, in an environment like the environment we're in, it's going to
come back. You kill something and it resurrects itself. It always does. It's the life we live.
So | laugh now. People say, well, what's your solution? I'll tell you what my solution to
this is. They're out there on the Chamber Viewer right now. Actually, it's not my solution.
You already heard mine. Kill it. Kill this amendment. What happens if this amendment
dies? Has anybody talked about that for a second? This division of this particular
amendment, what happens if it goes away? Not one person has brought up the idea
that that could actually happen or that that should happen and what the ramifications
would be. Well, I'll tell you what they would be. We would go back to the fully funded
averaging adjustment, current law which we created last year because we thought it
was a good idea. There are solutions out there. They don't happen to be mine. You
know what mine are. | might back those solutions. I told you, | told you earlier a basic
funding adjustment and, guess what, an amendment shows up to adjust basic funding,
thanks to Senator Council, it's my understanding. | brought up another idea--age
stabilization. We can adjust age stabilization. But | find it amusing, not offensive,...
[LB545]

SENATOR CARLSON: One minute. [LB545]

SENATOR FRIEND: ...that people ask, well, what's your solution, Friend? You all
should know me better, you all should know me well enough by now to know that when
you walk up and ask me for the solution, sometimes you're not going to like the answer
because the solution isn't going to be what you think a solution is. Legislation can go
away. The second year here, | had people laughing because they said, you know what,
| don't care if | ever pass a bill. And | honestly feel that way today. It doesn't matter,
because we have enough laws to handle what we need to do. The question is, are you
all, are we all willing to see that occur? What happens if something like this doesn't
move forward? That is a solution. It's a legislative solution and it happens nationwide
and it's been happening for 200 and some years. Sometimes things go away and they
go away for the best. [LB545]

SENATOR CARLSON: Time. [LB545]

SENATOR FRIEND: Thank you, Mr. President. [LB545]

SENATOR CARLSON: Thank you, Senator Friend. Those still wishing to speak are
Senators Harms, Nordquist, White, Haar, Lautenbaugh, and others. Senator Harms,

you're recognized. [LB545]

SENATOR HARMS: Thank you, Mr. President and colleagues. Is Senator White here?
Would he yield? [LB545]
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SENATOR CARLSON: Senator White, is coming. We'll see if he will yield. [LB545]
SENATOR HARMS: Oh, thank you, Mr. President. [LB545]
SENATOR WHITE: I'd be happy to yield. [LB545]

SENATOR HARMS: Senator White, I'd kind of like to maybe finish our discussion we
had yesterday and that was on equal access to quality education. [LB545]

SENATOR WHITE: Yes, sir. [LB545]

SENATOR HARMS: Okay. When we had this discussion yesterday, we were talking
about the constitution and | have to rely upon you because I'm definitely not an expert,
and | would consider you pretty much a scholar in that line because that's kind of where
you've been in your life, in the legal side of it. So what | wanted to ask, | think we agreed
that the state has a responsibility through the constitution to provide equal access to
quality education. Was that... [LB545]

SENATOR WHITE: Well, the Supreme Court said that we have a duty to fund the
common schools. It is absolutely clear, we have an equal obligation not just because of
the state constitution but because the federal constitution which is incorporated. It's a
technical term meaning basically they told us we got to do it. So, yes, we have that
obligation without question. [LB545]

SENATOR HARMS: Okay. So | guess the question that | have is that, as we would look
at this issue and we would look through the eyes of the court, how do we define equal
access to quality education? | mean, what is the criteria that we would use to determine
this argument of equal access? Because this leads me to my other question that I'm
going to get to about this formula, so. [LB545]

SENATOR WHITE: You know there's a difference between how | might do it or you
might do it or the court might do it. It's a long history of law and one of the things,
though, it will start with is Brown v. Board of Education, which Thurgood Marshall
argued in which the U.S. Supreme Court said separate is inherently unequal. And so if
you have high concentrations of poverty, high concentrations of minority, since the
1950s that has been unequal. If you couple that with disparate funding, lower levels of
per student funding to high concentrations of minorities, you definitely have a violation
of the Equal Protection Act. [LB545]

SENATOR HARMS: The question | guess | have, Senator, here, are we saying then
that money is quality, that money equalizes this? [LB545]
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SENATOR WHITE: No. But as you know, Senator, there's only so many things and so
many ways we can act. And the Legislature really has three kinds of powers it can act
on. We can educate, we can coerce, and we can fund. Okay. You can't coerce people
really. You can try to educate them saying the education is important, we hope the local
schools and parents will support it. And then the only other thing we can really do is
fund teachers. So | wish we had more methods of acting but those are it. [LB545]

SENATOR HARMS: Thank you very much, Senator. | guess as | look at this particular
issue, yesterday | had the fortunate opportunity to speak to some citizens from Omaha
and they said there were two issues for them. One of the issues centered around the
fact they would like to spread out the pain of all this so that everybody is paying or
getting their equal share of either the money or the loss. But what was really a center of
their concern was the fact that they didn't feel that their children were achieving
appropriately in the school. And that's why | was leading and having this discussion
about, is this in relationship to money? Is this in relationship to this funding formula? Is
this in relationship to what Senator Adams is recommending? | don't think so. And my
experience is that just placing money many times into an educational system does not
mean that you're going to be successful. And if our children are not achieving enough, |
think we have to go back and we have to ask the question, before we can start placing a
lot of dollars into that issue, about what is the problem. Why is it not happening? What is
occurring and what is wrong with our educational system? [LB545]

SENATOR CARLSON: One minute. [LB545]

SENATOR HARMS: Thank you, Mr. President. Why are we having these kinds of
issues? Is it related to money? Is it related to the quality of the teachers? Is it related to
we don't have enough staff? Or is it the fact that maybe we need to take a look at the
system we're using? Maybe we should take a look at the fact that maybe we're not
meeting the needs of our children and it's not being driven by money. So thank you, Mr.
President. [LB545]

SENATOR CARLSON: Thank you, Senator Harms and Senator White. Senator
Nordquist, you're recognized. [LB545]

SENATOR NORDQUIST: Thank you, Mr. President. You know, | have heard of people
who have bought that new car and driven off the lot and had a problem, had to come
back and tweak it. So this time I'm going to make sure we kick the tires a little bit, pop
the hood, check things out ourselves before we go forward with this. You know,
somebody mentioned on the floor a number of states are making cuts. Well, | was
looking on NCSL, | just want to clarify. Most states, when they say cuts, are actually
doing what we're doing here and that is changing the projected funding formula, making
a reduction in what was projected going into the next year. So let's be clear at that. We
are cutting...what we were intending to spend. We are not increasing. We are staying
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flat in General Funds. And | think it's...Senator Mello talked a little bit about the stimulus
funds. | think there's some distinctions that we need to be...need to made about that. If
you go to ed.gov, which is the
EducationDepartment/programs/statestabilization/guidance.pdf, there's the guidance
that came out April 1 regarding the stimulus funds. And one of the points, these funds
are not state aid. There was a question there. Are the education stabilization funds that
the Governor awards to local educational authorities through the state's primary funding
formula considered to be state funds? The answer was no. State funding formula are
solely the mechanism to determine the amount of education stabilization funds that
each local education agency will receive. These are federal funds. They're not
considered state aid funds. Also, these funds have different tracking mechanisms,
different budgeting. There are certain rules and stipulations on what they can and can't
be spent on that are different from our state aid funds. Also, the guidance from the
federal government which came out April 1 say that these need to be invested in a way
that minimize the funding cliff. Well, unfortunately, that's...LB545 is setting us up for a
huge funding cliff in FY '12 in the out years. As | said yesterday, Senator Heidemann
reminds us when we're budgeting we have to look at the out years. This is going to
leave us with $191 million General Fund hole that is going to have to be filled. That is a
huge funding cliff. So we need to look at solutions. We need to look at all solutions,
whether it's a base funding cut that Senator Council proposed. | think we need to look at
the averaging adjustment and look at a tiered system of some sort so that those districts
that are up against a wall that have no place to turn get treated fairly. We can look at a
temporary aid adjustment. Senator Heidemann, with his crystal ball, last year had
concerns about LB988 that he expressed on the floor and he suggested putting it off for
a year or two to see it run and see how it would play out. Maybe that's something we
need to consider this year in these tough times. We had a temporary aid adjustment
from 2002 to 2008, | believe. | mean this is something that we've done before. We need
to look at all these solutions and see what we can do going forward to reduce the cliff
and adequately fund education here in the state. Thank you, Mr. President. [LB545]

SENATOR CARLSON: Thank you, Senator Nordquist. Senator White, you're
recognized. This is your third time. [LB545]

SENATOR WHITE: Thank you, Mr. President. | apologize for the delay, ladies and
gentlemen. What I'm interested in, and | know that many of us are interested in, is a
chance to sit down and look at how the numbers can be adjusted in a way where a
school with declining enrollment, that still has to keep a building up, doesn't get killed by
a change in the average adjustment. But on the other hand, schools with large, diverse
student bodies, who are up against the levy cap and who have available half the money
that other schools have, can start moving that gap closer to being closed. It seems to
me that we have to do that, folks. We have to do that. | think if the system goes now,
because if you run the numbers out as they are, the gap between the haves and the
have-nots gets huge in year three and four. It's bad now and it's going to get much
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worse. And if that's the situation we leave our children in, there will be a lawsuit and the
courts will look at it. And given, given the racial distribution of the various school
districts, it may not even go to state court, folks. You could make a case right now that
on the projection of these numbers as they are, they have such an overwhelmingly
disparate impact on minority children, that they're fundamentally a violation of the Equal
Protection Act based on race, and that is a sad commentary for us as the planners. And
it's not just this year and it's not just next year and it's the third and the fourth and the
fifth year. So what I'm hoping for, and what I've asked a number of the members of the
Education Committee and a number of the lobbyists for the various schools districts, is
a chance to sit and look at what can be done to move us towards greater equality of
resources for all our students. | would also ask you to remember that when Senator
Pahls had his effort to bring his bill out, that | reminded you how important it may be
because the way we fund school education may in fact be unconstitutional. If | were a
landowner and I've got a levy of $1.05 an acre and I'm getting the same price for my
corn as a guy across the road and his levy is $0.75 an acre, I'd sure as heck want to
know why I'm being treated differently since it's a statewide obligation to educate kids.
And that is happening here every day in this state. We not only distribute the proceeds
in a way that probably violates equal protection, we don't distribute the burden of
education on a level that is fair either. So what I'm asking for is open minds. What I'm
asking for is not a specific amount of money for any one school district. | don't really
care about individual school districts. What | am asking for is a commitment that we're
going to move our children to access to a more roughly equal amount of money to meet
their educational needs. | think it's the right thing to do for us, both because it's morally
the right thing, | think it's educationally the right thing. [LB545]

SENATOR CARLSON: One minute. [LB545]

SENATOR WHITE: And | guarantee it's legally the right thing that we do that. And | bet
if we do it and we listen seriously to people like Senator Pahls about the problems
inherent in our tax structure, we can also make it economically the right thing because
we can make it a more economically fair tax system that will encourage people to live
here, encourage people to do business here. But right now, it's fair neither to children
nor to taxpayers. Thank you. [LB545]

SENATOR CARLSON: Thank you, Senator White. Those still wishing to speak:
Senators Haar, Ashford, Pankonin, Wallman, and Council. Senator Haar, you're
recognized. [LB545]

SENATOR HAAR: Mr. President, members of the body, when | came on the Education
Committee, there were some principles that began to develop for me and I'd like to go
through those and how | look at this amendment. The first one is equalization, and |
strongly believe in that. All of Nebraskans have to work together, and so it doesn't
matter whether you come from a sparse area, a very sparse, or an urban area, we
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all...we're all in this together. We're all Nebraskans. And so | support TEEOSA. | think
it's an important concept. The second one that people talked to me about was need;
that what TEEOSA attempts to do is to define the need of school children in this state.
And that when we make policy decisions and decisions about how much to fund and so
on, we really have to keep in mind that, the concept of need. What do students need?
Now, | would agree that sometimes we can't fund everything that we define as need, but
we have to...instead of looking at the dollars first, we have to look at need first. Then
when it came to...and sustainability, obviously. TEEOSA has to be sustainable. If it, you
know, double-digits every year, there's no way we can do that, obviously. So
equalization is important. Need is important. Sustainability is important. Another one
that we talked about a lot at the beginning of the education is looking at the budget we
would have to spread the pain around. And then it seems to me that what...okay,
another thing was that the formula has to have a chance to work. And we've talked
about that. We did that with the junior colleges and so on, saying a formula has to have
a year or so to work. And then | think we came to...through all the confusion, did we
have $100 million or not; what was the federal stimulus money about, and so on and so
forth. And I think what it's come down to for me is that we have looked for a way to cut
back on TEEOSA. And | think that may be legitimate, especially with economic times
the way they are. And then what seemed to happen is that we zeroed in on averaging
adjustment and we went through many different variations of averaging adjustment to
come to the one that's suggested by AM1078. And I really think that we're balancing this
budget then trying to get TEEOSA to where we want it through the averaging
adjustment primarily, and | think that means that we're balancing the budget on the back
of education. I do think we have to look at this again. And | expressed this in the
Education Committee. Most everyone didn't agree with me but | think some...if we're
going to feel the pain going back to that one, if we're going to spread the pain around,
then a proportional cut makes a great deal of sense to me. It would leave the formula
TEEOSA in place so that we can continue to look at the whole formula and not just try
to grab for parts of it that will cut the overall funding. Maybe we find full funding money. |
think there's going to be a number of amendments coming forward. One would be to
hold harmless those districts that are...those schools that are going to be cut this year.
So again, equalization... [LB545]

SENATOR CARLSON: One minute. [LB545]
SENATOR HAAR: Thank you. Equalization, looking at need, it has to be sustainable,
but | believe we need to spread the pain around and | don't, | really don't believe that

AM1078, with averaging adjustment, does that. Thank you very much. [LB545]

SENATOR CARLSON: Thank you, Senator Haar. Senator Ashford, you're recognized.
[LB545]

SENATOR ASHFORD: Thank you, Mr. President. | just was...first of all, | want to
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comment on what Senator Howard said because it was really great stuff. | remember
when | ran the housing authority and we moved some children, actually into Senator
Friend's district that, to move into some public housing in a pretty much all-white
neighborhood and the Boyd School had to take in 70 new children. And | remember the
principal at that school telling me that...and she did a great job and, in my view, she was
a heroine of the year in Omaha Public Schools for what she did with those children and
brought them into the community. But she had no support personnel within the school
system and...to help her and she did it all herself. She was working till 11:00, 12:00 at
night. | think Senator Harms asked a great question is, what is really the problem here?
Is it the differences in educational challenges or is it the whole educational system
generally? What is the issue? And | think that's what we in the Education Committee
and all the other committees working together need to think about. But | was thinking
about, which | always seem to morph into my sort of spotted political career, | started
out working with Governor Tiemann and Governor Tiemann lost his bid for election,
reelection, basically because he said we need to have a statewide means of supporting
education with sales and income tax. That's basically what he said and he was
rewarded with a loss in his election against Senator...or Governor Exon and then
Senator Exon. And he was...Governor Tiemann was a courageous man, in my view,
and really started the debate moving forward. Then we move forward to my other years
in the Legislature, and this is not about me but it's about everybody else, and LB1059,
which was really a continuation of the debate that was started by my friend Governor
Tiemann. And he talked about...we talked about the need to reaffirm and to move
forward in the area of what Senator White is talking about, which is a statewide
commitment to education. That bill passed the Legislature. It was vetoed by my friend
Governor Orr, and then it was...that veto was overridden. And Governor Orr then
subsequently lost the election. The voters agreed to sustain LB779 by a statewide vote.
Governor Orr lost that election for reelection to Governor Nelson. And one of the issues
in that election was how do you...how much property tax ought to be paid to support
schools. And | remember very well the discussion about that. And Governor Nelson
obviously won that election. The point is, is that we've politically come a long ways. The
citizens of this state, in the election on LB1059, made it very clear that Senator White,
what he is saying, it's not just a legal issue, but it's a political issue. The people of this
state want, coming back to Senator Harms' question, want the schools of this state to be
equal. They want the schools of this state to provide equal educational opportunity for
all the students. Now that doesn't mean every student is going to go to Harvard, as
Senator Harms is really, | think, asking that question. It's not that. They may go to
Western Community College. They may go to Metro. They may go to UNO. They may
go to University of Nebraska or wherever it is. But what we're trying to do is take
children from all sorts of backgrounds, putting them through the public school system.
And | think we do a heck of a job with the children we have, quite frankly. But politically
and governmentally, we have been moving since the late sixties, both in the community
college area and the public school area, to trying to educate all of our children. And the
state has an absolute obligation to do that. Whether we would lose in court, | don't
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know. [LB545]
SENATOR CARLSON: One minute. [LB545]

SENATOR ASHFORD: Senator White is the expert in that area. We may or may not win
in court. But | know that when we passed LB988 last year, one of the critical issues was
the settlement of the OPS lawsuit. And that's what | think Brenda Council is talking
about. Brenda served, Senator Council served, excuse me for my familiarity, served 11
years on the Omaha Public School District Board. She knows what she's talking about.
She is an absolute expert on this. So I think we all need to come together. The other
point I'l make is this. Before...until this bill gets off of General File, it really still is in
committee, in a sense. And Senator White has offered the...has suggested we all get
together and work on this. | think we can and | think we can do it in a way that fits into
the budget. But in reflecting on all this, we should think back on our history where this
state was in the 1960s, before Governor Tiemann was elected,... [LB545]

SENATOR CARLSON: Time. [LB545]

SENATOR ASHFORD: ...and where it should be as we move forward. Thank you, Mr.
President. [LB545]

SENATOR CARLSON: Thank you, Senator Ashford. (Visitors introduced.) Those still
wishing to speak: Senators Pankonin, Wallman, Council, Wightman, Lautenbaugh, and
Haar. Senator Pankonin, you're recognized. [LB545]

SENATOR PANKONIN: Thank you, Mr. President and members of the body. | know
Senator White is over there under the balcony but I'm going to ask him a couple
guestions, theoretical questions from a legal standpoint on some of the things we've
talked about this morning. We've talked about trying to be the most equal we can be,
both on property taxes and to help our students. And so, just taking it a step further, I've
got a couple questions. The first one, Senator White, I'll ask them together is... [LB545]

SENATOR CARLSON: Senator White, will you yield? [LB545]
SENATOR WHITE: Yes, sir. [LB545]

SENATOR PANKONIN: ...is, what if we divided the total dollars of assessed valuation in
this state, put some...determined a rate, and then we...and we assess that and then
divide it by the number of students and so we have so many dollars per student? That
would be one part of a formula. The second part would be, determine the dollars that we
can spend on K-12 education as a state, then divide that by the number of students. We
add those two numbers together, we'd have property tax equalization across the board,
we would have splitting your pie in even pieces across the board. If you take that to the
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extreme degree, it would be total equalization on both sides. Why can't we have a
formula like that? [LB545]

SENATOR WHITE: Well, | mean, would the courts allow that under the terms of equal
protection? They'd probably say yes. But does that mean that's the best way to go
about it? | would say no. Under that circumstances, without some other calculations,
you would have kids in rural schools that would have a hard time keeping it open
because they got five kids, and how do you give them adequate education. And so on
just a per capita, may not meet their needs. Would it be equal protection between
students? Absolutely. Yeah, | think it probably would be because we're not
discriminating among the students. Doesn't mean it's necessarily the best policy nor
does it mean it's exactly what we have to do. We have leeway in here. We really do.
And...but on basic funding, | would tell you that would move us closer towards equal
protection than not. If you then took into effect things like they got a long way to travel
so we need more money for buses, that in order to get them an educational...get them
into a college, a good college, you got to offer them some languages and different
things, so we got to make adjustments for that. Yeah, then you can. On the other hand,
in Omaha where you've got enough people for all of them, but you got, I think the
number is 80, over 80 different languages are spoken in the Omaha Public Schools.
[LB545]

SENATOR PANKONIN: Thank you. Thank you, Senator White. Senator Adams has
joined us. Did you hear my question, Senator Adams? [LB545]

SENATOR CARLSON: Senator Adams, would you yield? [LB545]
SENATOR ADAMS: Yes, | will. No, I didn't hear your question. | was outside. [LB545]

SENATOR PANKONIN: Senator Adams, I'm going to ask you the same question, try to
do it quickly so we don't use up all our time. If you divided the total amount of assessed
valuation in the state, determined a rate, and then divided it by the number of students,
you would have a number that would be equal across the state from a property tax
standpoint. Second part of the question is, if you determine how many dollars we can
spend on K-12 education, you divided it by the total number of students, you add those
two numbers together, you'd have a per capita on both property tax and state money
being spent in equal pieces of the pie. Why not, you know, in theory why can't we do
that? [LB545]

SENATOR ADAMS: The problem with that...basically, if | understand what you're
asking, it reflects back to the pre-LB1059 days when we had what we called foundation
aid. We just divided it up equally. It does not account for the different needs. It does not
account for different needs and it is very unequalizing because we're not looking at
comparative resource base, we're not looking at the need side and it doesn't account for
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that. That's why we have equalized and nonequalized school districts in some cases.
[LB545]

SENATOR PANKONIN: Thank you, Senator Adams. Thank you, Senator White. The
point I'm trying to make is, this is...we are making policy decisions and obviously there's
certain things that we... [LB545]

SENATOR CARLSON: One minute. [LB545]

SENATOR PANKONIN: ...need to determine. But these are policy and, to a certain
extent, political decisions made to try to take care of needs and so it's a matter of
degree. And | am open to listening to the debate. | appreciate the work the Education
Committee has spent. I'm sure that was, hopefully, their intent, | think it was, to try to
make this as fair as possible. But | just want to make the point that it is something we
have to talk about and there's a lot of different interpretations of how we get there and
that it's not just...this other method would be very easy and simple but it, unfortunately,
like many of our decisions, that's not the way it works. Thank you. [LB545]

SENATOR CARLSON: Thank you, Senator Pankonin, Senator White, and Senator
Adams. Senator Wallman, you're recognized. [LB545]

SENATOR WALLMAN: Thank you, Mr. President, members of the body. Would Senator
Dierks yield to a question? [LB545]

SENATOR CARLSON: Senator Dierks, would you yield? [LB545]
SENATOR DIERKS: Yes. [LB545]

SENATOR WALLMAN: Were you a product of a one-room school? [LB545]
SENATOR DIERKS: No. (Laughter) [LB545]

SENATOR WALLMAN: Well, I was. Do you think they were efficient? You have some in
your district, | think. [LB545]

SENATOR DIERKS: Oh, yes. My experience with those is that, as president of the
school board for 14 years, | passed out the diplomas, and | know that full well 90
percent of our valedictorians and salutatorians came from the Class | schools. [LB545]

SENATOR WALLMAN: Thank you. We closed a bunch of them down. That was made
in here. That decision was made here. Was it good? Was it bad? There's one state in
the Union that's going the other way. They're making smaller school districts,
transportation cost, less trouble with discipline. Community schools, community action
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outfits, they're not always consolidating for efficiency. That's not necessarily the case.
Maybe bigger schools have more opportunities to different things, but smaller schools
have opportunities for different things also. But whenever we talk about school funding,
the emergency blanket is always property tax. That scares homeowners, that scares
farmers, that scares business people. And if you want to open a new business in town,
what's one of the first things they ask for? Tax increment financing. So does that spread
the property tax around? It spreads it out on smaller and smaller group of people, and
it's the farmers. Is that right? The farmers...my family, we started the one-room school,
has the Wallman name on it. They started it, they paid for it, they set it on some land
and the local farmers, like a township, would pay the taxes to support the teacher. And
most generally, the teacher stayed with the school board president. That's efficiency. Do
we have that today? No. We have difference in salaries from different school districts,
tremendous. There's lots of things we have to get our handle on and we probably can't
do it in here, but | appreciate Senator Pahls trying to get a handle on financing, whether
it be for teachers. We haven't addressed teacher pay. Teachers pay below...this state is
below all of our neighboring states about. Is that right? Is that going to bite us in the
future? I'm afraid it is. Our brightest and best teachers are probably going to be teaching
in lowa or Alaska or some place like that. So this financing thing, | appreciate the
Education Committee. Is this the best we can do this year? If it is, | can support it,
because this is an important thing, to finance education for our children. God's gift to us
is our children and how we take care of them is up to us. Thank you, Mr. President.
[LB545]

SENATOR CARLSON: Thank you, Senator Wallman. Senator Council, you're
recognized, and this is your third time. [LB545]

SENATOR COUNCIL: Thank you very much, Mr. President. | just rise to indicate that it
has not fallen on deaf ears the questions that have been presented as to what is the
alternative. And | will tell you that throughout this debate, | have been trying to develop
an alternative that | believe that would be palatable, and that would fairly and equitably
address the issue of providing requisite state aid to schools in the state of Nebraska.
And before going any further, | want to make it clear that | don't purport to be
substituting my judgment for the judgment of the committee, but nor would | stand up
and say that what the committee has proposed needs to be modified without coming
forward with a proposed modification. | have had prepared an amendment and a lot of
guestions that have been asked about, you know, how do you address this. I've heard a
lot of my colleagues talk about proportionality, because everyone is legitimately
concerned, first and foremost, | believe, about providing for the educational needs of all
of the youngsters in the state of Nebraska. Secondly, it's a concern about fairness in
terms of trying to address the $60 million difference between what the LB988 formula
projected, and the $234 million in stimulus dollars that are available to us. With that in
mind and recognizing the impact of the alterations to the averaging adjustment and the
effect that would have on the 26 largest...26 school districts, and particularly a school

41



Transcript Prepared By the Clerk of the Legislature
Transcriber's Office

Floor Debate
April 21, 2009

district and school districts that have tremendous needs, educate some of the children
who have the greatest educational needs, and in that regard I'd just like to read to you
briefly from a report that was commissioned by a coalition of concerned individuals with
respect to the economic situation in north Omaha, which is part of the district that |
represent. This report was prepared by a renowned and reputable institute, the Pew
Partnership, and this is what they reported. Particularly alarming was the finding that 40
percent of Omaha's African-American children live in poverty. The story for
African-Americans in Omaha can be told using that one key statistic. Poverty among
African-American children in Omaha was evident in school performance from the early
grades to disproportionate high school dropout rates. These children are too often
behind when they start school and require a lot more to catch up. That is obviously a
negative factor in achieving long-term economic success. So when | have repeatedly
made the point that this is not just an issue about the education of children in my district,
it is about the future of the state of Nebraska because these are children of the state,
and these are children that we want to prepare to be productive, contributing citizens of
this state. And so we have an obligation to address their educational needs and in that
regard, the proposal... [LB545]

SENATOR CARLSON: One minute. [LB545]

SENATOR COUNCIL: ...that is reflected in the amendment is to leave LB988 alone with
one exception and that is to raise the floor, which is what is represented by need
stabilization and aid stabilization, to raise that floor, conduct the calculation under the
current LB988 formula, and then take a 1.5 percent across-the-board cut from the basic
funding that results from that calculation. You don't affect the averaging adjustment. You
don't affect the growth adjustment. You don't affect any of those allowances because
that percentage reduction does not occur until all of those amounts have been
calculated and the basic funding amount is determined. That would result in a
proportional cut, the pain would be spread, and this would go into effect... [LB545]

SENATOR CARLSON: Time. [LB545]
SENATOR COUNCIL: ...next year and we'd spread it out over two years. [LB545]

SENATOR CARLSON: Thank you, Senator Council. Senator Wightman, you're
recognized. This is your third time. [LB545]

SENATOR WIGHTMAN: Thank you, Mr. President, members of the body. | do have
some of the figures that | had talked about obtaining from the Department of Education.
| will assume they're accurate because they are official figures, but they are actually
from select data from the 2009-2010 model under LB545. And I've been asked what
each of these show and it may take Senator Adams to answer some of those questions,
but what you need to focus on is it ranks all of the school districts in Nebraska in order
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and there's three different tables. One of them you'll see starts at the top under column
3. That's the stabilized needs per formula student and starts with McPherson County.
One...the left-hand column, column 1 ranks all of the school districts in order on the
general state expenditures per formula student. And formula students, as | understand
it, basically is the entire student enroliment in the fall figures that are furnished by the
school district. And then the third one is aid per formula student and they're ranked in
order, starting with Santee Community Schools. And | think you can understand, looking
down, why some of those are extremely high. And on that particular one where they're
ranked in order of aid per formula student, you'll see that Lexington is the sixth rated
district at $7,650.26. And the only reason | keep using Lexington as an example,
because it's only one of the school districts, it is the largest school district in my district.
But it ranks...all of the schools in my district, as well as all of your districts, on how much
aid per formula student will be receiving. | think the figures that you were furnished
earlier by the Education Committee probably showed the state aid figures, but they
showed them in total rather than per formula student. So that gives you a little bit of an
idea of what these figures are. But it does show that even though Lexington has very
little valuation, they do have substantial needs and that comes about as a result of
language barriers. We have almost 85 percent of our elementary students--it may be
slightly higher than that, some grades are higher than 85 percent--are minorities. Most
of them have a native language different than English and so we do have high needs.
We do have a low valuation, as | talked about yesterday. I'm not sure of the figure. |
heard a figure that we had about $284,000, I'm not sure that's correct, evaluation per
student. And that's one of the things that the Education Committee and the formula
takes into account, is how much valuation per formula student a school district has. So |
want to talk just a few minutes about Lexington's situation. | think Senator Harms
summed it up fairly well that sometimes it isn't how much money we pour into a district
but what they do with it, how well they use it. And I think Lexington is doing fairly well.
One of the ways that we've used, and I've certainly mentioned this on the floor before, is
that we implemented a dual language program in...that's now present in two of our
elementaries, probably represents about a third of the students. It will go through the
fifth grade. It's only in its fourth year of operation so actually they'll start in kindergarten
and go through the fifth grade, so six years of students will be learning both English and
Spanish at the same time. It's entirely voluntary but more and more of the parents are
opting for this program. And as a result, | think you could come to Lexington and you
would find... [LB545]

SENATOR CARLSON: One minute. [LB545]

SENATOR WIGHTMAN: ...Lexington doing a very good job in educating its students.
We're doing it with fewer dollars, perhaps. If you look at the...one of the three tables that
ranks the spending per formula student, you'll find Lexington, | believe, somewhere in
the middle of that, actually over on the third sheet. And it's showing that we only spend,
would spend $8,978 per formula student. So we're spending less. | think we're getting
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an awful lot for our dollars and | think you would find that there are many districts who
aren't receiving as much that are probably educating their kids as well. | don't think that
shoveling a great deal of money to students necessarily means that they're going to
receive a good education. With that, | will say that | support the amendments and do
support the underlying bill, LB545. Thank you, Mr. President. [LB545]

SENATOR CARLSON: Thank you, Senator Wightman. Senator Lautenbaugh, you're
recognized. [LB545]

SENATOR LAUTENBAUGH: Thank you, Mr. President, members of the body. | have
been listening to this debate and this is a very complex issue, to say the least. It's tough
to know where to go with something like this. | know we're admonished not to be terribly
parochial. | don't think | can be because | have five school districts in my district and
they're all treated differently under this in varying amounts, of course. And everything
we propose treats each one a little differently, and how do you untangle that? How do
we proceed? | do worry some about the constitutional arguments we're hearing today
on this. I think a corollary of what's been said might be that you cannot adjust anything
you're giving to OPS or else you're subject to a constitutional challenge. And | don't
know that that's the case. I'm not on the Education Committee. | don't serve on the
Education Committee. | applaud Senator Adams for the work he's done on this. | don't
really like proceeding under the threat of a lawsuit or threat of litigation, depending on
which amendment we adopt, which amendment we don't adopt. Some of the lobbying
on this has been unusual and contradictory, to say the least. | was going to joke about
seeking out other Heisman Trophy winners so | had a cross-section of opinion on what
we should do here, but | didn't do that. Again, I'm bothered by the fact that what we did
last year becomes a promise that can never go down or never be adjusted so that the
rate of increase changes or we're subject to some sort of constitutional challenge or
infirmity. And | say that knowing that these amendments giveth and taketh away,
depending on which of my many districts we're talking about. | would urge you to pay
close attention, as | know you all have been and | have. Once again, | applaud the
Education Committee for their hard work on this. | applaud Senator Adams for the
serious way he has approached this. Well, he approaches everything seriously, it is
Senator Adams after all. And | appreciate the debate and I'll continue to listen. | would
urge us not to be stampeded into any action or vote under the threat of litigation. Thank
you. [LB545]

SENATOR CARLSON: Thank you, Senator Lautenbaugh. Those still wishing to speak:
Senators Haar, Ashford, Wallman, and Price. Senator Haar, you're recognized. [LB545]

SENATOR HAAR: Mr. President, members of the body, as | sit and listen to this, it was
very interesting for Senator Mello to bring up the point that in terms of General Funding
for education, it is flat. The only increase, and there is an increase in funding for K
through 12, but it comes from the federal stimulus money. So once again, | would like to
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just give my opinion that we're basically balancing our budget in these tough times on
the back of K through 12 education funding. Thank goodness we have the federal
stimulus money. I'd like to give the rest of my time to Senator Council, if she's
interested. [LB545]

SENATOR CARLSON: Senator Council, 4 minutes. [LB545]

SENATOR COUNCIL: Yes, thank you very much, Senator Haar. Again, with respect to
trying to come to some resolution of this very critical issue in terms of what this body's
obligation is, constitutionally, and there's been a lot of discussion about the
constitutional issues, but I think what should be paramount in our minds is what's best
for the children of the state of Nebraska, and how can we best achieve a goal of
providing equitable educational opportunities for all children in the state. And | use that
term advisedly, Senator Harms, because there's a distinct difference between equal and
equitable. And it would be near impossible for us to devise a system that provides
exactly equal educational opportunities. What we're looking at are the equities here and
in balancing those equities we have to take into account what educational research has
shown us. We've had a lot of conversation about educational policy as established by
this body. And this body has, quite frankly, established that educational policy through
LB988 and its predecessor. And in establishing that educational policy, it says that this
body recognizes that there is a distinct impact that poverty has on educational
development and achievement. It's recognized in the formula that the cost of educating
youngsters who come from poverty is greater than the cost of educating children who
do not come from poverty. So that policy decision has been made, recognized and
made by this body. This body also recognized the effect that children who do not have
English as their primary language, that it costs more to provide education for those
youngsters. And | think Senator Ashford made mention of the number of languages that
are spoken in the Omaha Public Schools. It's like over 100 different languages and
dialects. And we have an obligation to provide proper, adequate, and, quite frankly,
excellent education to those youngsters. That costs more. This body recognized that,
developed a policy, implemented it through LB988. It also recognized that from a policy
perspective the burdens placed upon local property taxpayers could only reach a certain
level. We have a levy cap of $1.05. There's a recognition that not all school districts can
generate the same amount of money with that levy, and that's why we implemented the
averaging adjustment. [LB545]

SENATOR CARLSON: One minute. [LB545]

SENATOR COUNCIL: We have the needs and aid stabilization allowances for those
reasons as well. So in an effort to come up with the most fair and most equitable
method of fulfilling our obligation to provide funding for the common education of
youngsters in this state, | again urge my colleagues to give consideration to trying to
balance the pain associated with a $60 million gap between the funding that's available
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and the needs that have been identified by spreading that proportionately across all
districts in the state of Nebraska, and spreading that over the next two years with a 1.5
percent reduction in basic funding, with a raising of the level of the need and aid
stablization... [LB545]

SENATOR CARLSON: Time. [LB545]
SENATOR COUNCIL: ...so that we can have equity and fairness. [LB545]

SENATOR CARLSON: Thank you, Senator Council. Senator Ashford, you're
recognized. This is your third time. [LB545]

SENATOR ASHFORD: Thanks, Mr. President. And you know, this really is an excellent
conversation and it really is more of a conversation than a debate, and this is when we
do our best work. We will resolve this matter and we'll come out today with a resolution,
I'm absolutely convinced of that, and it's a resolution that meets the needs of the entire
state. | was reminded of Helen Boosalis in 1986, a former mayor of Lincoln who ran for
Governor, and she ran on a platform of...that the tax system ought to be equally
proportioned a third, a third, a third between property...I think my history is right on
these things and, if I'm not, maybe Senator Sullivan, she's not quite to my age but she
could remember, but...or Senator Haar certainly, and Cap would remember. But she ran
on the theory that the property tax and the sales tax and income tax ought to be equally
divided--a third, a third, a third. And that was really the debate in that election and
Governor Orr suggested that such a resolution would raise taxes and that...so Helen
wasn't elected Governor. But the idea was a good one and here we are 20-some years
later, 23 years later, and we're still bogged down by heavy property tax burdens.
Senator White has a...was talking about how the world has changed and we haven't
had...we're sort of talking about that issue as well, that the world has changed,
education has changed, the needs have changed. Some of the problems that Senator
Council reiterates are the same--poverty. Minority individuals in our state, many of them
are in poverty, and poverty students historically and statistically don't do as well in
school as children who are not in poverty. There's rural poverty and there is urban
poverty, and it's excruciating no matter where it is. Part of the problem is that we are
tethered to a system of taxation which burdens property over other forms of
transactional tax. I'm not saying Europe is the place to be or Eastern Europe is the
place to be, but I'm reminded in thinking about the new emerging countries in Eastern
Europe and Hungary and Czechoslovakia and Czech Republic and Slovakia and
Slovene and all these countries that have really abandoned property as a means of
taxation and gone to other forms of tax, a service tax or value-added tax or whatever it
is. Until we figure out how to get out from under that burden...we can do it. We have the
means to do it. We have the methodologies to do it. We have the examples to follow to
relieve our system and to relieve our constituents of the heavy burden of property tax.
That's what holds education back, quite frankly, is property tax. That is a bad deal. |
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mean, and we get into discussions about, we get into discussions about, with my
colleagues in rural areas, about, you know, how difficult it is to...in production agriculture
to right off the top pay an exorbitant amount of money in property tax. Whether it's 70
percent or 80 percent or whatever the percent is, it's a burden. And it's a burden on the
citizens in the urban areas. | just hope Senator Pahls gets something going on his ideas
behind removing exemptions from sales tax, or else reducing significantly property tax.
What we were trying to do in LB1059 was a good thing. We were trying in LB1059, and
the citizens...and what's amazing to me is that by over 60 percent of the vote the
citizens of Nebraska... [LB545]

SENATOR CARLSON: One minute. [LB545]

SENATOR ASHFORD: ...decided to tax themselves, to raise their sales tax, | believe it
was by 1 cent, and to increase their income tax, and my numbers are probably wrong
but | remember something around 10 or 20 percent increase in income tax to reduce
property tax. | mean, I don't know how many times our citizens have to tell us that's
what they want. But what we do, we tend to do, is we tend to retrench from that
because we have special interests, and we're all guilty of it, everyone one of us, that
we...there are special interests that want exemptions. There are special interests that
want this and want that, so we really don't get at the problem. | think what's really cool
about today is we're starting to think globally again. How do we make our state more
competitive? Well, better schools and an economy that's thriving. And one of the best
ways to do that is to change our tax system and to make it more twenty-first century.
We're dealing in a 150-year-old tax system. It absolutely does not work for our citizens.
[LB545]

SENATOR CARLSON: Time. [LB545]
SENATOR ASHFORD: Thank you, Mr. President. [LB545]

SENATOR CARLSON: Thank you, Senator Ashford. Senator Wallman, you're
recognized. [LB545]

SENATOR WALLMAN: Thank you, Mr. President, members of the body. | appreciate
Senator Ashford's comments and some of the others. Farmers and business people, if
we pay the taxes I'm told we can take it off our income tax form for federal government.
That is true, but it has nothing to do with wealth. If you make money on your ranch or
your farm, you still have to pay income tax and property tax, or have a business or
anything. But so....some countries do fund most of their schools through sales tax. And
with that, I'd yield the rest of my time to Senator White. [LB545]

SENATOR CARLSON: Senator White. [LB545]
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SENATOR WHITE: Thank you, Senator Wallman. Thank you, Mr. President. Here is
what we need to do, in my opinion. We need to get a better assessment of what funds
are available right now from the stimulus package to help us make a transition. We
need to honorably and honestly look at how we fund schools and then we need to talk,
and that's a Revenue Committee issue primarily, and then the Revenue Committee
needs to understand from the Education Committee what is the best method to divide
available funds to ensure a decent opportunity for an education to all the students in the
state. And we're not doing any of it. And our failure to change with the changing
economy, our failure to change with the times have caused all the political problems that
Senator Ashford just described. And in other states they have caused staggering social
problems, if you look at the city of New Orleans, the city of Chicago, the city of New
York where federal governments literally were talking about taking over the entire
educational obligation inside of those cities because they have so failed. We have taken
an outmoded system of financing schools further than anybody could have thought it
could be taken. Overall, our students do extremely well. Overall, our children get real
opportunities. But there is a growing subsection of children who don't. And many of
them have come to us as immigrants. And we can argue about how they got here and
whether or not they've done the right thing, but it's clear by the federal law and it's clear
by other rules that we must educate them or we'll live with consequences far worse than
educating them. What I'm hopeful is that this body will sit down and look at a method
this year of moving us towards a more fair, equitable method of dividing the pie. |
commit to working on the Revenue Committee, to addressing fundamental inequities on
how we finance schools. Cap Dierks has talked for years about how we were driving
family ranchers, who have literally pioneered the land, out of this state to other states
because the taxation system in their districts make it impossible for them to compete
raising cattle. Folks, that's just not acceptable. To have that kind of disparity, both in
burden and benefit, is not something that we can continue to survive as a state with. We
have to accept that the old methods of financing, the old methods of dividing the
proceeds... [LB545]

SENATOR CARLSON: One minute. [LB545]

SENATOR WHITE: ...for those school children have caused a crisis not only in
education but also in economics. And we need the political will to honestly look at it. |
wanted to thank Senator Adams. He's been incredibly kind to talk to us about at least
ideas that will help move some of the folks, who feel that they are moving away from an
equality, towards it and he's been very gracious in talking to them. | am hopeful that
those discussions can bear some fruit. It's not going to be a perfect division of the pie,
but if we can make some movement towards it, |, for one, would be deeply grateful to
the Education Committee as a whole. Thank you, Mr. President. [LB545]

SENATOR CARLSON: Thank you, Senator White and Senator Wallman. Senator Price,
you're recognized. [LB545]
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SENATOR PRICE: Thank you, Mr. President, members of the body. Lots of great
commentary here this morning, yesterday afternoon. And in listening, a few remarks
have sparked some thoughts of my own, Senator Ashford speaking about the European
comments how things go on in Europe, and Senator Gloor talking about the car
analogy, and I'm mindful of the BMW 850 CSI, 5 liter, 12 cylinder engine--what a
beauty. For those of you who have not had the opportunity to drive a car like that on the
Autobahn with no speed limits in certain areas, what a thrill. When you push the pedal
past...and you're not even touching...you're not even going through the firewall, you're
just touching a solenoid so there's no noise in there really. And you hit that thing and
what happens is, up to the first 80-plus miles an hour, you're working off of six cylinders.
And when you get a little bit over 80 those back six drop in, and I'm telling you, you are
moving. It is awesome. Why do | talk about that? In trying to learn more about the
subject at hand, | looked and I've asked, and Senator Raikes had even afforded us
some preliminary training and he talked about state aid. State aid is needs minus
resources. Again, as Senator Adams said, not complex but complicated. So let's look at
that a little bit. What are needs? Well, we've already heard a lot about needs, but we
haven't heard a lot about resources. What constitutes resources? Well, as we've been
talking about, property tax. | mean, we're dealing with the here and now, property tax.
You also have fines and licenses. You also have income tax rebate that comes back to
the area. And in looking at that, earlier this year | had carried a bill, LB418, which died a
hideous death. It wasn't hideous because it was a great battle, no gladiating going on
there. More, it was a mind over matter--they didn't mind because | didn't matter type of
thing, you know? But in doing LB418, we found out some interesting things. We found
out in Douglas County they assess their property approximately every five years. | say
approximately because we can provide stacks of properties that haven't been assessed
in six years. And when they go about their assessment practice, they only take a 25
percent sampling rate, as | understand, as opposed to like another county, like let's say
Sarpy County, that does it every year and they do a 75 percent sampling rate. So the
guestion comes to me, in many of the analogies where we talked about children and we
talked about is it someone else's child or your child, you're telling one child you'll get
less and this one will get more, my question is have we really peeled back the concept
of resources. And we heard Senator Ashford, excuse me, pardon me there, Senator
White said the assessment of available funds right now. How much is left on the table
with the assessment practice of only going at 95 percent versus 98, at only doing it
every five years instead of each year? No one has talked about that yet. No one wants
to talk about that. So again, state aid is derived from your needs... [LB545 LB418]

SENATOR CARLSON: One minute. [LB545]
SENATOR PRICE: ...minus your resources. Thank you, Mr. President. Everybody

understands needs, but have we really talked about the available resources? Thank
you, Mr. President. [LB545]
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SENATOR CARLSON: Thank you, Senator Price. There are no more lights on. Senator
Adams, you are recognized to close on your amendment, AM1078, to AM1119. [LB545]

SENATOR ADAMS: Thank you, Mr. President and members of the body. I, frankly,
didn't expect to end quite this quickly. Been a lot of discussion on the mike and off about
this issue and a lot of things on my mind, so I'll try to pull together a summary at this
point, more extemporaneously | suppose than anything else. | want to first of all thank
Senator Friend. He approached me yesterday about dividing the question and I think it's
exactly the right thing to do. It's been productive, because seemingly the real issue is
the averaging adjustment. And we've had a chance to really focus on that now, to really
focus on it. You know, so often when we look at state aid there's so many components
to it that it's hard for any of us to sit there and really concentrate on each individual part.
This has made that possible. | want to take a moment and | want to thank my bench
partner. He's been eloquent and he can craft the words as well, if not better, than
anybody in here. We don't agree on this issue, but | very much respect the way he has
treated the issue and treated me throughout this at this point. It seems to me that in part
what we're doing today is fighting over the increase in the increase. | know there's also
underlying issues for Senator White, Senator Gloor, Senator Council. But it may very
well be a fight over how much increase to the increase. And each one of us in here, but
particularly Senator Gloor, Senator Council, Senator White and whoever else, they have
to look at their individual districts. | guess, because of this committee Chairmanship, |
don't quite have that luxury. I'm compelled to have to look at Omaha. I'm compelled to
have to look at Dundy. I'm compelled to have to look at York. I'm compelled to have to
look at 254 different school districts and, in so doing, make some difficult decisions
about what | believe stays within the focus of our philosophy of equalization, that
stabilizes the growth in aid, that's as fair as we can make it, and we arrive at this point of
AM1078. We've tried to keep LB988 intact as best as we can, substantially it is. Are we
making changes, adjustments? Yes, we are. Why? To slow the growth. But as we look
at the averaging adjustment, there was also the matter of just simply sustaining the
growth in aid over the long haul, long beyond this recessionary period. I'm asking to
amend the averaging adjustment, not do away with it. Remind you again, that's where
we started. But doing away with it, I'm not. I've tried to listen. I've tried to be
compromising and | can continue to be. It's just the way | am. | will continue to be. But
this is where I'm at right now on AM1078. [LB545]

SENATOR CARLSON: One minute. [LB545]

SENATOR ADAMS: As | looked at some quick numbers, not meant to scare anybody
off, but | want you to think about something. In the school year we're just finishing up
right now, the averaging adjustment made up 3.89 percent of state aid. This year,
without any modifications, without any changes in this next year as we prepare to certify
for aid, the averaging adjustment alone will account for 8.61 percent of the increase.
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Those were some of the numbers that I'm looking at, may be growing unsustainably. By
the way, when | developed AM1078 | did it in counsel with all kinds of schools, with all
kinds of business, finance people, with superintendents, and | would tell you that,
probably begrudgingly some of them, but of these 26 schools who get the averaging
adjustment, most of them, nearly all of them are okay with AM1078. | know that there
are schools who aren't and I'm trying to listen and I'm trying to be sympathetic to that
cause. But that's what brought me here to AM1078. Thank you, Mr. President. [LB545]

SENATOR CARLSON: Thank you, Senator Adams. You've heard the closing on
AM1078. The question is, shall the amendment be adopted? All those in favor vote aye;
all those opposed vote nay. Has everyone voted that wishes to vote? Record, Mr. Clerk.
[LB545]

CLERK: 33 ayes, 8 nays, Mr. President, on the adoption of the amendment to the
committee amendments. [LB545]

SENATOR CARLSON: The amendment is adopted. An announcement, Mr. Clerk?
[LB545]

CLERK: Items: Senator Dubas offers LR93; Senator Price, LR94; both will be laid over.
Senator Christensen, an amendment to LB430 to be printed; Senator Harms to LB679.
(Legislative Journal pages 1147-1150.) [LB545 LR93 LR94 LB430 LB679]

And a priority motion: Senator Christensen would move to recess the body until 1:30
p.m. []

SENATOR CARLSON: You have heard the motion to recess until 1:30. All those in
favor say aye. Opposed, the same. We are recessed. []

RECESS []

SENATOR LATHROP PRESIDING ]

SENATOR LATHROP: Good afternoon, ladies and gentlemen. Welcome to the George
W. Norris Legislative Chamber. The afternoon session is about to reconvene. Senators,
please record your presence. Mr. Clerk, please record. []

CLERK: | have a quorum present, Mr. President. ]

SENATOR LATHROP: Thank you, Mr. Clerk. Do you have any items for the record? []

CLERK: Mr. President, one report: Committee on Revenue, chaired by Senator Cornett,
reports LB264 as indefinitely postponed. And that's all that | have. (Legislative Journal
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page 1150.) [LB264]

SENATOR LATHROP: Thank you, Mr. Clerk. We will proceed to the first item on the
afternoon agenda. Mr. Clerk. []

CLERK: Mr. President, returning to LB545, | have the second component of the
committee amendments pending, specifically AM1119. | do have an amendment to that
component. (AM1137, Legislative Journal pages 1150-1152.) [LB545]

SENATOR LATHROP: Senator Adams, | think we'll start by having you give us an
update on where we're at. [LB545]

SENATOR ADAMS: Thank you, Mr. President. The update is really very simple. The
amendment, AM1078, that was passed right before we went to lunch, in effect, takes
the place of this amendment, AM1119. [LB545]

SENATOR LATHROP: Thank you. Senator Council, you're recognized to open on
AM1137. [LB545]

SENATOR COUNCIL: Yes, thank you, Mr. President. And my apologies to the body. |
got hung up trying to make sure that | was going to be presenting this amendment
properly. AM1137 is designed to substitute a means of addressing the issue of
providing state aid at the level that is the equivalent of the stimulus dollars. We've
discussed yesterday and today the issue of the best way to address the reduction of
$60 million, which is essentially the difference between what LB988 would calculate as
being the state aid for the upcoming year and the $234 million in stimulus dollars.
AM1078, which was just adopted before lunch, provided for maintaining the averaging
adjustment but adjusting that averaging adjustment significantly where the result was it
would still have some very significant effects on a number of school districts. As |
discussed previously in an effort to try to arrive at as fair and as equitable a way of
arriving at the growth in state aid that would be equal to the stimulus dollars and to also
begin to address what has been referred to as the cliff effect, which is what happens in
the outer years after the $234 million in stimulus dollars is no longer available, also in an
effort to address the issue of spreading pain, for lack of a better descriptor, so that
the...reaching this $234 million number would have as little an impact on each individual
district as possible, | will tell you that one of the reasons | was late is that I'm having a
substitute amendment prepared. Because | alluded, in my earlier comments, to the fact
that we didn't want to harm small schools, we didn't want to harm the school districts
that rely upon the averaging adjustment. Well, most assuredly some districts will be
harmed regardless of what approach we adopt. But it is my firm and sincere belief that
the approach that | am proposing under AM1137, with the amendment that will be
forthcoming, helps us to arrive at that goal. And essentially what AM1137 does is
provide for an across-the-board proportionate reduction in basic funding under the
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LB988 formula. And as Senator Adams has, | think, very ably described what the basic
funding is, basic funding is a variable, just like the adjustments are a variable. And the
basic funding is a portion of the formula that determines the adjustments. So in terms of
doing anything with basic funding, it is going to have an effect on the adjustments that
are available to every school district. Under AM1137, the basic import of the
amendment is that the basic funding would be calculated for each district using a
formula that looks at districts with enrollment below 900 and districts with enrollments
above 900. And after calculating what their General Fund operating expenditures are,
there would be a multiplier of .985. The practical effect of that is that the operating
would be...the basic funding would be reduced by 1.5 percent across the board. Now
recognizing that that could have a more significant impact on smaller districts whose
needs may be less this year than they were last year, and under needs stabilization
their needs stabilization funding would not go below last year's, that needs stabilization
and aid stabilization is a floor. So what the amendment, as soon as it is drafted, will do
is to raise that need stabilization and aid stabilization floor so that the effect of the 1.5
percent reduction in the basic funding will have more of a proportional impact on school
districts than just reducing everyone's basic funding by 1.5 percent. Now recognizing
that all this does in terms of the action that has already been taken and what AM1119 to
LB545 does, this continues and does not disturb the Education Committee's
recommendation that the growth rate percentage be reduced from 2.5 percent to 1.5
percent. That's a number that's used in determining the basic funding. This will not alter
that. This will alter nothing more than restoring the average adjustment at its LB988
level and application and in lieu of eliminating or altering, and | respect and Senator
Adams made it perfectly clear that the...AM1078 did not eliminate the average
adjustment, it reduced the average adjustment. What this does is restore the averaging
adjustment and then spreads the $60 million over a two-year period so that we arrive at
the same result, and that is an increase in the state aid that is equal to the stimulus
dollars. Again, | believe that this results in fairness and equity. Do some districts gain a
little more under this proposal? Yes. But one of the things this proposal also does is
soften or reduce some of the loss that districts would otherwise experience under
LB545 as amended by AM1119. And with that, | would urge the body to favorably
consider AM1137 with the recognition that if this amendment does move forward before
| can substitute an amendment that addresses the need stabilization and aid
stabilization, that | will be introducing an additional amendment to address that so that
we do arrive at that equity and fairness. Thank you, Mr. President. [LB545]

SENATOR LATHROP: Thank you, Senator Council. Wishing to speak: Senators White,
Friend, Ashford, Adams, and Fulton. Senator White, you're recognized. [LB545]

SENATOR WHITE: Thank you, Mr. President. It's so odd to see you there, sir. Clearly,
the Speaker has handed over the throttle to this enterprise to an unknown character.
(Laughter) Ladies and gentlemen, | would rise in favor of this amendment and I'd like to
tell you why. As drafted, the amendments put an unfair burden on a select group of
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students that lose and balance our budget on 24...and it's not on the school districts, it's
on the children in 24 school districts while other school districts see net increases. Now
| do understand that politics is a game of compromise and we need to accept that
sometimes we don't win everything, and sometimes we only win part of what we want,
and on rare occasions we lose everything. And right now for Omaha, for some other
school districts, we're going to lose everything. There is no incentive. We are bearing a
burden. And you could say, well, that's because you would have gotten the growth. The
problem though is this particular section of the statute was passed to correct decades of
unfair allocations. The people who say, well, this is where the growth is, the problem is
the growth was put there because the children here had not been getting even close to
the same kind of money on average that other students had, and we felt as a body that
that was morally wrong and we were going to correct it. So we put in a process to bring
them up even. And by the way, because this law was passed, a lawsuit was dismissed.
People counted on us. Okay, now we've hit tough times. | get that. And maybe we can't
all have everything we wanted. | get that. But to balance the budget on those who had
least is just wrong, | mean it's just wrong. And this amendment from Senator Council
says to our students, times are tough, your parents are struggling. We're all going to, we
are all going to have to do more with less. Is this perfect? No. But it is much more fair
than the proposal that we currently have before us unamended. | mean, how do you
justify, how do you justify to the children of Bellevue that next year they're going to lose
$1,184,907, and in the year after they're going to lose $2,901,765, and then they're
going to fall off a cliff. How do you justify to the property taxpayers in the Bellevue
School District that that's what you're going to do? How do you justify to Millard? Millard
Public Schools should get $10,210,000, next year they'll lose $2,609,000, and the year
after that $6,381,309. How do you justify that they take those kind of hits when other
children see the net state aid go way up? Now if you could say, if you could fairly say it's
because we need your parents to step up and tax themselves in the form of property tax
at a higher rate, they're not doing enough, but here's the cruel irony. [LB545]

SENATOR LATHROP: One minute. [LB545]

SENATOR WHITE: You take this money from Omaha Public Schools and they're at the
levy lid. Omaha Public Schools will lose $6,314,960 this year, and $15,494,654 next
year, and they're at the levy lid. And they have kids who are the most at risk. They have
more non-English speakers, more poverty, more abused children, more learning
disabilities. How do you justify that? We're cutting the pie with slivers for the poor and
the minorities, and we're growing chunks of pie for the white kids. It's wrong, | mean it's
just wrong and it's shortsighted. Even if we pass this, it will get challenged. [LB545]

SENATOR LATHROP: Time. Senator Friend, you are recognized. [LB545]

SENATOR FRIEND: Thank you, newly minted President. Members of the Legislature, |
think this is, in a way, what the body was...that | was railing against earlier but what the

54



Transcript Prepared By the Clerk of the Legislature
Transcriber's Office

Floor Debate
April 21, 2009

body was kind of asking for. And | don't think Senator Adams was asking for it. As a
matter of fact, (laugh) I think he'd rather not see it and | understand that. But | think now
we have an opportunity to dig into something and actually ask some formative
guestions. AM1137 probably...and I've discussed this not just with stakeholders, and |
didn't get a chance to discuss it with Senator Council yet but | don't even think it
probably goes far enough. And let me explain: 1.5 percent reduction across the board,
we're talking about basic funding in this particular amendment, 1.5 across the board as
Senator Council eloguently explained this amendment. The argument, and it is up for
debate and obviously that's why we're here, is that it can provide more equity. Well, |
think we have to go almost a step further, and I'll talk about that in a second. Consider a
sliding scale, a basic funding group over here in my left hand. And if your spending per
student is low and you have a low number of students, that basic funding group is way
up here. | think we all know that. I'm not trying to, you know, be condescending. But I've
had to sort this out in this manner over my years and then also today again and
yesterday. The basic funding group is right here. Low number of students, spending per
student is way up here. There's a need, we all know it, we want that school to continue,
it's up here. Down here, high number of students and another basic funding group over
on the right, another basic funding group, probably a lot bigger, but it's down here.
There's...and sometimes below the statewide average, right? That's where the
averaging adjustment tends to come in. Sometimes below the statewide average is the
basic funding group down here with a lot of students in it and a lot of needs as well. But
Senator Adams is probably right. They can absorb a little more. | mean these
things...these guys can take it. The guys on the right over here can take it. What
Senator Council is doing now is saying, yeah, let's take these two funding groups and
let's go like this (makes squishing noise). Okay. Yeah, that was a...| don't know what
that was. (Laughter) We were squishing the basic funding groups closer to the
statewide average line. If I'm not mistaken, to a certain degree, that's what this
amendment does. Now | think we take it a step further, and we can talk about that later,
| think we'll have an opportunity to talk about that later, and that's where you have to talk
about aid stabilization. When you make that squeeze and when you make that weird
noise and you push everything in different directions...or, excuse me, they're going in
different directions but they're coming closer to that statewide average. They're coming
closer to each other. When you take those basic funding groups and you push them
closer together, you need some stabilization because somebody down below is going to
say, well, wait a minute, somebody down below, doesn't matter who, whether they're in
a high needs area, a low needs area, their spending per student is high or low,
whatever, they're going to need some aid stabilization. Well, this particular amendment
doesn't deal with that. Here's what | mean. Now picture a staircase--I'm not going to
make any noise, | don't know how to make a noise for a staircase--picture a staircase
where you have two stairs on it and you go from 2.5 percent and you drop... [LB545]

SENATOR LATHROP: One minute. [LB545]
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SENATOR FRIEND: ...to a 5 percent cut, that's pretty decent stabilization. But we could
provide better stabilization. We could provide another step, 3.5 percent for example. So
when you squeeze basic funding together, if you do, and you have an aid stabilization
piece in there, you know the end result. The pain is less on either side. The gain is less
on either side. Here's the problem though, right? We're talking about that pie at the very
beginning of yesterday that we're dealing with. | mean there's only so much to go
around. And Senator Ashford or Senator Adams, I'm sorry, knows what I'm talking
about. All of that would have to fall under that premise, the stability that we talked about,
the years of stability. We're taking stimulus money now, remember, and we have to
provide that stability for years to come. Well, let's discuss that. What does AM1137 do
to that stability? [LB545]

SENATOR LATHROP: Time. [LB545]
SENATOR FRIEND: Thank you, Mr. President. [LB545]
SENATOR LATHROP: Senator Ashford, you're recognized. [LB545]

SENATOR ASHFORD: (Laugh) Wow. How did...never mind. | was just going to ask a
guestion about the staircase thing, because I...but | should have been watching it and |
was just listening for the sound effects. And anyway, seriously, | think | just want to
comment on my perception of Senator Adams' approach. | have never seen one human
being work harder than Senator Adams in trying to figure out how to deal with this issue.
And, you know, this is the third year I've been on the Education Committee. For the first
two years we spent most weekends, | don't even know how many hours wrestling with
the learning community issues and the lawsuit. | mean the lawsuit really transcended all
of our discussions. In fact, the OPS lawsuit was out there until the very end. And it was
essential to the creation of the learning community that we get that lawsuit settled
because that was...there was a liability out there that far exceeded the $21 million that
originally went into state aid for OPS. And it was done and it was a glorious day. | mean
we...LB988 was a beautiful piece of work. And for the first time in my 11 years in the
Legislature, | understood what we were doing really because we...because there
was...in state aid, because there really was a nexus created between the needs. Needs
is just a word. But when we debated LB988 we talked about needs in terms of things
that really helped education: poverty allowance, you know, the ESL students that were
in such need of additional help. And we came up with a piece of legislation that passed
this body and I think this body was very proud of it. Yes, it settled the lawsuit. It was not
done to settle the lawsuit necessarily, but the effect of it was to address, not only in
money but also formalistically, some of the very exceedingly important needs that were
raised...those issues raised by OPS. I'm going to support Senator Council here because
| don't think it is very far away (laugh), quite frankly, from where Senator Adams wants
us to go. We...LB988 is essentially intact, whether we adopt Senator Council's
amendment or whether we adopt the bill without Senator Council's amendment. | mean
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it's essentially intact. The difference is that there, because of how the amendments spun
that came out of the Education Committee, there is a significant disparity in how
different districts are treated, especially districts with high needs and relatively low
spending. So it seems to me all we're doing, and with Senator...and when we were in
the committee and we were struggling with this, and | remember talking to my friends on
the Appropriations Committee saying can you get us $60 million, because quite frankly
that was where | was going. | was thinking we were going to need $60 million to right
this ship. We were going to need $60 million more than $234 million. And | think the
Appropriations Committee, as they clearly have done, have worked diligently, and there
wasn't $60 million. And | started out yesterday saying | was prepared to find $60 million
by taking away sales tax exemptions, and I'm still prepared to do that. | don't...this is
such a critical issue. And I've mentioned that to Senator Adams and | think he agreed
with me. And he can correct me, but he...if you can find $60 million, Brad, let's fund this
thing and let's make everybody whole here. [LB545]

SENATOR LATHROP: One minute. [LB545]

SENATOR ASHFORD: So | know it seems like we may be miles apart but we really
aren't. We're working with LB988. Senator Council has come up with a very plausible
way to deal with this. And with the stabilization factor that Senator Friend talked about, it
addresses the needs of smaller school districts that are high spending districts. If you
don't have the averaging adjustment, you don't really have what...clearly Senator White
is absolutely right, you don't have what settled the lawsuit. But that's not really what
we're here to talk about. We're not talking, heaven forbid, we're not going to...we don't
want to get into that mess again. Millions and millions of dollars spent on that lawsuit.
But what we want to do is do the right thing. We're not that far apart. Senator Council
has brought us, | think, to... [LB545]

SENATOR LATHROP: Time. [LB545]

SENATOR ASHFORD: ...the middle and we ought to take her up on it. Thank you,
Senator Lathrop, Mr. President. [LB545]

SENATOR LATHROP: Thank you, Senator Ashford. Senator Adams, you are
recognized. [LB545]

SENATOR ADAMS: Thank you, Mr. President, members of the body. You know, this
will sound a little strange but I'm going to thank Senator Council for bringing this
amendment. Strange because it's going to make an afternoon of it and we have other
things to look at. The reason | say that is because, (A) | appreciate and we all should
the fact that she's trying to find some common ground, but (B) what she is proposing, in
my opinion, cuts right at some basic philosophic issues when it comes to state aid. And
it gives us an opportunity to talk about those things. On the surface, what Senator
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Council has offered seems fair, seems simple, seems easy. And if that doggone Adams
would just go along with it, we could make this afternoon go a whole lot better and we
could get on to other things. | wish | could. | wish | could. But principally, principally
here's my problem with what she's suggesting. We go across the board at basic funding
and we nip, | forget what the number was, 1.5 percent off everybody's basic funding.
Well, seems fair, seems simple, seems easy, and makes our afternoon go better. But
consider this. Once we calculate basic funding then the next thing we do is start adding
back in allowances and adjustments. What if we have a school district that gets no
allowances or adjustments? We've nipped them 1.5 percent, and we haven't given
anything back. Secondly, it to me feels a bit regressive. If I'm a district with...that I'm in
pretty good shape, | take a 1.5 percent hit, all right, it's a hit, and I'm a district that has a
much smaller budget, basic funding. And | take a 1.5 percent, it looks equal, it feels
equal, but in a way it's a little like sales tax. Now let's talk about the nonequalizing effect
here. If | am a district and | get taken down, my basic funding gets taken down by 1.5
percent, I'm up against the lid or | have very low value, | have no way of making it back
up. Some other district that's sitting at 90 cents, 92 cents has room, boom, because
they have different resource base they can recover better from that 1.5 percent. Here's
another problem that | have with it. We have a state aid formula that is based on needs.
If we accept what Senator Council proposes here we ignore the needs. We just say,
let's pretend like they don't exist and take a percent and a half off of everybody's basic
funding. We've ignored the needs. And just as a matter of mental exercise, flip that so
today we have recessionary problems... [LB545]

SENATOR LATHROP: One minute. [LB545]

SENATOR ADAMS: ...and we're going to cut a percent and a half off. What do we do
about the next time around when we see an increase in aid and it's 5 or 10 percent?
Should we also say, let's put 5 or 10 percent back on everybody's basic aid? Who will
yell loudest? Who will be most concerned about that? One last thing before | run out of
time. Even though this may seem like a remedy in the short term, the reason that we
looked at the averaging adjustment was also the long-term sustainability of state aid.
And we're not dealing with that here and that's bothersome to me. Thank you, Mr.
President. [LB545]

SENATOR LATHROP: Thank you, Senator Adams. Senator Fulton, you are recognized.
[LB545]

SENATOR FULTON: Thank you, Mr. President, members of the body. I've been
somewhat silent on the issue. I'm really listening intently and it seems clear to me that
this is complex, was the word that Senator Price used yesterday. Certainly that's true.
There will come a time when we're going to...we will have to, by way of necessity, revisit
TEEOSA, the overall, you know, the overall structure of the equation, if you can call it
an equation, and its predictability, its sustainability. Because, you know, whether or not
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it's sustainable at present rates, it's not with the state budget. It's also very difficult to
predict on the part of school districts. I've heard that from folks within my district as well
as people across Nebraska. The...this is a...l guess, this is a...I'm going to "seg"..."seg"
a little bit off of Senator Adams here and then I'm going to touch on a related point. If
you express what is in AM1137 algebraically, basically, it's what we had previously
multiplied by .985, so take 1.5 percent off. How does that address the long-term
sustainability of the averaging adjustment? | don't think that it does. | think that's what
Senator Adams was touching on. And I'm going to yield him some time, if he'd like it, to
address that. But what we would be dealing here it seems, AM1137 seems to be
dealing more with the philosophy of equality and what is more fair in this budget cycle
as opposed to how the overall TEEOSA formula will be sustainable going forward. Now
this is interesting and I've loved to listen to this because we are touching philosophically
on another aspect of our service here in the Legislature and that is are we state
senators or are we senators representing district, fill in the blank. Well, we are both. And
how that plays out within our own particular service is the matter of prudential judgment
for each individual senator. But | can tell you part of what we have to do is to determine
the overall sustainability of this. At least part of what we do has to be something more
than just the good of our district. And | don't know that AM1137 talks about the
long-term sustainability of that adjustment that we enacted last year in LB988. So for
that reason I'm opposed to AM1137. Now (microphone malfunction) that I think, thank
you, that | would like to touch on. And we talked a little bit this morning about this.
Maybe it's not something that people have an interest in, but | think folks that are out
there paying attention in the public and those of our constituents are going to have a
hard time following the debate over, you know, whether we take students times General
Fund expenditure over students in a particular array and multiply that by .985, they're
not going to follow that. But what they might follow is the very simple equation that our
aid is needs minus resources. And Senator Price talked on resources a little this
morning. I'm going to talk a little bit on need and Senator Harms's question as to
whether indeed throwing money into a 