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Goals

1. Evaluate the “needs” aspect of the current and any proposed changes to 
the school funding formula, including factors such as poverty, English 
learners, early childhood, college-going, workforce development, literacy, 
and graduation rate.

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



Examining the “Needs” side of Teeosa

1. Reviewed the current poverty allowance structure
2. Evaluated alternative measures
3. Examined preliminary recommendations

What is the Poverty Allowance?

The poverty allowance is a statutory component of formula needs under TEEOSA (79-1007.06). It 
is driven by “poverty students,” defined as the greater of low-income students or free lunch 
students, with an upward adjustment when current counts exceed a three-year average (79-1003).

The allowance is calculated using a graduated weighting structure that increases as poverty 
concentration rises within a district. The resulting amount is subject to a district-designated 
maximum and is incorporated into total formula need for state aid purposes.

Poverty Allowance does not generate state aid directly.



How is Poverty Allowance 
Calculated?

Step 1: Determine Low-Income Students (79-1003)
• Based on Federal income tax data
• Children under age 19 in households at or below free-meal 

income thresholds
• Adjusted by ratio of formula students to total children in the 

district

Step 2: Determine Free Lunch Students (79-1003)
• Based on most recent data available as of November 1
• Includes:

• Application-based eligibility (non-CEP), and
• CEP calculation using identified student percentage and statutory 

adjustments

How is Poverty Allowance 
Calculated?

Step 3: Calculate Unadjusted Poverty Students (79-1003)
• Greater of:

• Low-income students
• Free lunch students

Step 4: Apply 3-Year Growth Adjustment (79-1003)
• Poverty Students =

Unadjusted Poverty Students + max(0, Current − 3-Year Average)
• Captures recent increases in poverty counts



How is Poverty Allowance 
Calculated?

Step 5: Determine Poverty Share
• Poverty % = Poverty Students ÷ Formula Students
• Used to assign students into weighted “buckets”

Step 6: Apply Weighted Poverty Multipliers 
(79-1007.06)

• Each band applies only to students within that range
(multiplied by statewide avg GFOE per formula student)

 Tier 0 Tier 1 Tier 2 Tier 3 Tier 4 Tier 5 Tier 6

Greater Than 0.00% 5.00% 10.00% 15.00% 20.00% 25.00% 30.00%

Less Than 5.00% 10.00% 15.00% 20.00% 25.00% 30.00% 100.00%

Multiplier 0.00% 3.75% 7.50% 11.25% 15.00% 18.75% 22.50%

How is Poverty Allowance 
Calculated?

• Step 7: Apply District Maximum (79-1007.06)
• Final Poverty Allowance = Lesser of:

• Calculated amount, or
• District-designated maximum

• Step 8: Incorporation into TEEOSA
• Poverty allowance is added to formula needs
• Subject to expenditure requirements and potential corrections 

(79-1007.07)



How do “buckets” of poverty work?

• Poverty allowance is calculated using a tiered structure
• Districts are not assigned a single multiplier, instead

• Students are grouped into tiers (“buckets”)
• Each tier has a different weight
• Poverty students in that tier are multiplied by the weighted statewide 

average GFOE per formula student ($14,794.27 in 2026/27 certification)

 Tier 0 Tier 1 Tier 2 Tier 3 Tier 4 Tier 5 Tier 6
Greater Than 0.00% 5.00% 10.00% 15.00% 20.00% 25.00% 30.00%

Less Than 5.00% 10.00% 15.00% 20.00% 25.00% 30.00% 100.00%
Weight 0.00% 3.75% 7.50% 11.25% 15.00% 18.75% 22.50%

$ per Pov Stu $0.00 $554.79 $1,109.57 $1,664.36 $2,219.14 $2,773.93 $3,328.71

What were our goals after receiving 
this information?

• Continue to Ensure Poverty is Addressed as an Important 
Function of the Formula

• Increase Transparency

• Improve the Functionality

• Simplify the Formula

• Remove Antiquated Components



What did we analyze for change?

• Removing 3-year Poverty Averaging Adjustment

• Removing District Provided Maximum

• Use Direct Certification Counts

• Review Tier Structure for Simplification

3 Year Poverty Averaging Adjustment

Included to account for increasing 
poverty rates and lagged nature of 

data.

Has led to times when “poverty rate” 
has exceeded 100% for districts with 

high poverty and decreasing 
population. 

Less relevant if moving to direct 
certification count because we align 
those counts with fall membership



District Provided Maximum

Districts provide a maximum 
poverty allowance to align actual 
ability to code poverty related 
costs.

If districts do not meet 
spending/coding requirements of 
117.5%, they are subject to a 
poverty correction.

If districts are not equalized, 
there is little incentive to have 
additional coding requirements.

This has led to an undercounting 
of poverty needs in the state, 
and this impacts basic funding. 
There needs a balance between 
accountability and accounting.

Direct Certification Counts

• TEEOSA uses lagged data limiting responsiveness and misaligning funding with 
real-time need. Poverty Averaging adjustment only looks to increase counts.

• Direct Certification (DC) uses verified program participation (e.g., SNAP, TANF), 
providing a more accurate and timely measure of student poverty. Allows for 
timing alignment with fall membership.

• Transitioning to DC improves precision, transparency, and alignment of funding 
with actual student need. According to our research, DC is the most accurate 
data source but is not perfect and subject to district review for highest accuracy.



WeaknessesStrengths

Impacts of Moving to Direct Certification

• Improves accuracy of data by removing 
district entered data

• Aligns the timing with fall membership 
counts

• Simplifies the poverty calculation by 
removing adjustments and need to integrate 
multiple data sources

• Adds transparency to the calculation

• Captures a smaller set of students with a 
potential to underestimate poverty needs 
without careful consideration

• Potential data accuracy issues with transfer 
student updates not completed

• Continued potential for volatility with DC 
connected to federal guidelines

• Distribution shifts due to how DC compares to 
current counts. Potential transition challenges.

Next Steps for Poverty Allowance

• Finalizing New Weighted Tier Structure
• Goal of Reducing Tiers

• Determine Best Practice to Capture Free Lunch Students not in 
Direct Certification

• Ensure Balance in Current Funding and Actual Needs

• Model with NDE



Needs Stabilization

Current Formula Information:
• Keeps a district needs at 100% of the prior years recalculated formula 

need.

• Keeps a districts needs from increasing greater than 112% of the prior 
years recalculated formula need.

• Except when the district receives the Student Growth Adjustment.

Needs Stabalization

• Reviewed and analyzed usage over the course of several years within the state.

• Generally accounts for between 0.04-0.50% of total “needs” within the state

• Longest ever “needs stabalization” was 7 years.
• Most schools aren’t equalized that hit “needs stabalization”

• Overall needs stabilization has decreased significantly over time.

• Important mechanism for limiting swings in TEEOSA funding for schools.

• Recommendation from Committee:
• Needs Stabilization is functioning as intended, and to leave this portion of the formula intact. 



Next Steps for Committee

• Finalize a recommendation for Poverty Allowance

• Areas in Discussion of Removal
• Distance Education Allowance
• Elementary Site Allowance
• Poverty Allowance Correction

• Continue Analyzing “Allowances” within Needs portion of the 
Formula

• LEP (Limited English Proficiency) Allowance 
• Transportation Allowance
• Summer School Allowance

Questions?


