THIS IS A DECISION PAPER

TO:

Hardin County Board Of Education

FROM:
Nannette Johnston, Superintendent 

DATE:
May 15, 2012
SUBJECT:
2012-2013 Tentative Budget

ISSUE

The 2012-2013 Tentative Budget needs to be adopted in May by regulations.
FACTS


The budget cycle requires the adoption of the Draft Budget in January and the Tentative Budget in May for next fiscal year.  The Draft Budget is primarily a look at potential revenues and new expenditures.  The Tentative Budget is based on updated information of revenues and expenditures after the General Assembly has voted on a new state budget for the biennium.  

In the General Fund, Fund 1, the Kentucky Department of Education has forwarded a FY13 SEEK revenue forecast.  At this time, the SEEK forecast shows a decrease of $1,351,815 for Hardin County. The decrease is based on a $70 decrease in the guaranteed base. The guaranteed base for FY12 was $3,903.  The guaranteed base for FY13 will be $3833.  Total forecasted FY13 net general fund SEEK is $ 55,015,324.  

It is important to note that in the middle of FY12, SEEK Funds were reduced for all districts to pay for new student growth factor across the state.  Hardin County received an adjustment of $1,337,542 less SEEK revenue in FY12.  The state has advised that SEEK funds could be reduced in FY13 as state revenues are assessed later in the year.   Local property assessments will not be fully known until the Revenue Cabinet meets to certify PVA numbers in July/August and at that time SEEK, may be adjusted for increased/ decreased assessment values.
The budget is based on an increase in local property tax revenues and in gross utility receipts taxes. We expect a very minimal increase of local property tax revenue and utility tax revenue. It is projected the property assessments will slightly increase due to the assessment of property being more residential versus industrial. The county continues to grow in population which increases the utility tax amounts. The motor vehicle amount is projected to remain the same given the recent reduction of FMV in used vehicles. This decrease will offset any additional vehicles added. 
Interest rates have almost dropped to zero. In FY13, we will expect to earn only $75,000 in interest revenue down almost $1 million from FY08. We slightly increased this amount to $100,000 for FY13 given the influx of current interest rates and potential bonding monies.
Federal Ed-u-Jobs funding will be ending and is no longer available for 2012-13.  The expenses that were once paid with these funds must now return to the General Fund.  In FY12, Ed-u-Jobs covered salaries in a separate Fund 2 project. 

Section 6, Per Pupil Funds, has been entered into the budget at $100 for FY13.  With very few exceptions, department and program budgets have remained constant. The Transportation Budget increased due to rising costs of fuel, monitors, and bus drivers.  The budget for purchasing buses was removed and added to Capital Outlay. Technology increased their budget by $250,000 to pay for hardware updates and switches. The general fund was increased $316,913 to cover additional family resource center costs, Map Assessment, Apex, and Compass Learning.  Kentucky Department of Education continues to be forced to cut state grants due to lack of state revenue. 
Utilities are expected to rise by approximately 10% over the next year. We adjusted utilities to reflect this increase based on current year actuals and the increases were minimal due to upgrades in HVAC and energy efficiency. At this time, a 2% step was added to increase the budget overall by approximately $1.5 million. CERS increased from 18.96% to 19.55% increasing the budget approximately $200,000. House Bill 540 created a shared responsibility for KTRS funding. The district must pay 1.0% in FY13 of all employees’ salaries who contribute to KTRS which doubles the current FY12 amount of $500,000. The percentage increases to 1.50% in FY14, 2.25% in FY15, and 3.00% in FY16. 

In Fund 2, Grants and Entitlements, the budget is as close as the information allows at this time.  Several of the grants have only preliminary allocations from KDE at this time.  Final numbers will be available later in the summer. In addition, all ARRA monies were either expended in FY11 or must be obligated by Sept 30, 2012. DODEA and SLC grants were to be expended by September 30, 2012.

Funds 310 and 320, Capital Projects funds, Capital Outlay and FSPK, will be directed to debt service. With North Hardin Renovations, Vine Grove Elem, and North Middle School bond sales, most of the funds will be for all our bond principal and interest payments. In addition, Capital Outlay funds may be used for other operational costs to reduce general fund expenditures.

Fund 360, the Construction Fund, will have a lower balance next year due to the closure of several projects. The ongoing project of Vine Grove Elementary will carry the largest balance in the fund. In addition, Radcliff Elementary should be coming to a close. The addition of North Hardin Phase VI will be added.

Fund 51, Food Service, operational expenses will increase slightly.  The most significant cost expense will be from food and milk prices rising due to fuel surcharges. Revenue appears to remain steady.

Fund 52, 55, and 7000, Day Care, TVP, and Scholarship Fund, are continuing the same as the current year with no significant changes.


There is included for your review a copy of the Tentative Budget form required by KDE. The next step in the Budget cycle will be the Working Budget in September. By that time we will have better information on how many students we will have, how much funding from the state, how much local funding from new tax rates and assessments, and how much payroll from actual employees in position. The approved Tentative Budget must be sent to KDE by the end of May but any changes or adjustments that the Board wishes to make can be included in the Working Budget, which is the operating budget for the year.

.

RECOMMENDATION


I RECOMMEND HARDIN COUNTY BOARD OF EDCATION APPROVE THE 2012-2013 TENTATIVE BUDGET.

RECOMMENDED MOTION


I MOVE THAT THE HARDIN COUNTY BOARD OF EDUCATION APPROVE THE 2012-2013 TENTATIVE BUDGET.

