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FISCAL NOTE

LEGISLATIVE FISCAL ANALYST ESTIMATE
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Any Fiscal Notes received from state agencies and political subdivisions are attached following the Legislative Fiscal Analyst Estimate.

LB 509 changes provisions relating to the poverty allowance in the Tax Equity and Educational Opportunities Support Act (TEEOSA).
The bill eliminates provisions which currently disqualify a district from receiving the poverty allowance in an ensuing year when poverty
expenditures do not equal 50% or more of the allowance. It also decreases the required amount that a district must spend on poverty
expenditures in order to avoid having a poverty allowance correction. Poverty expenditures must equal 105.26% rather than 117.65%
of the poverty allowance. It also increases the allowance correction from 85% to 95%. Another penalty which provides a poverty
allowance correction of 50% when a district does not meet the required elements of a poverty plan is reduced to a 5% correction. It is
assumed the changes will be implemented beginning In FY2016-17.

The changes in the penalties will increase needs in the TEEOSA formula for school districts that would have been penalized pursuant
to current law. Higher needs for school districts receiving equalization aid will likely increase state aid by the amount of increased
needs. School districts which do not receive equalization aid will not receive any additional state aid due to the changes in the poverty
allowance penalties.

The amount of reductions in TEEOSA aid due to the poverty allowance penalties totaled $1,565,743 for FY2013-14 state aid. The
majority of the reduction in aid was for one school district ($970,169). The amount of reductions in TEEOSA aid due to poverty
allowance penalties totaled $387,247 for FY2014-15 state aid. The poverty allowance penalties will result in $147,809 of reduced aid in
FY2015-16, based upon the preliminary certification. It is unknown which districts may incur a poverty penalty in the future, so no fiscal
impact for the bill can be determined. Based upon the most recent years, it appears the fiscal impact in terms of increased TEEOSA
aid will be minimal.
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Explanation of Estimate:

This bill reduces the poverty allowance expenditure limits from 117.65 to 105.26 percent,
increases the allowance correction from 85 to 95 percent of the allowance expenditures,
and eliminates the non-qualified provision. Under current statute, state aid would
likely increase because more districts would be able to attain the reduced allowance
expenditure limit, less penalties would occur along with no disqualification penalties.
Exact fiscal impact cannot be determined at this time.
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