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MEASURE’S PURPOSE: HB 541 creates an exemption from the local required effort portion
of the SEEK formula for districts with high rates of tax-exempt property.

PROVISIONS/MECHANICS: HB 541 amends KRS 157.360 to exempt a local school district
from contributing any funds toward the local required effort portion of SEEK's base funding
formula if its tax-exempt property assessment is 60% or more of the total property assessment in
that district.

FISCAL EXPLANATION: Based on the property assessments reported to the Department of
Education and the Finance and Administration Cabinet, no county exceeds the 60% threshold for
tax-exempt property. However, the records submitted for tax-exempt properties do not break out
property assessments for independent school districts, making it difficult to determine if districts
in counties with independent school districts may exceed the 60% threshold.

Given the abundance of tax-exempt property in the state capital, it is very possible that Frankfort
Independent Schools would qualify for this exemption. For the 2016-2018 Budget, the potential
exemption is forecast to be $755,887 in Fiscal Year 2016 -2017 and $775,023 in Fiscal Year
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2017-2018. As a result, additional state funding equal to the exempted local funding would be
required to increase by those amounts in order to fully fund the SEEK formula. Otherwise, all
173 districts would be required to absorb a pro rata reduction.

Any district that qualified for this exemption would be required to contribute the local share of
Tier | funding under KRS 157.440, which is not amended by this bill.
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