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Henderson County Schools

Enclosure

May 20, 2024

Consider 2024-25 Tentative Budget

DISCUSSION:

The Tentative Budget is presented for Board approval at this meeting. A local school board is required to

submit a Tentative Budget by May 30.

M Revised Receipts based on projected receipts from the adopted tax levy and SEEK released by the
Kentucky Department of Education (KDE).
M Changes in expenditures for salaries and benefits include a general wage increase of 3%. We will also
include a $1,000 supplemental payment for each employee to be paid in two increments of $500 in the
next budget cycle. Substitutes will also be eligible for these payments if they meet specific criteria that
will be noted in the next salary schedule.
M Changes to special revenue fund amounts in accordance with actual award notifications received to
date. More changes may be noted in the Working Budget in September.

RECEIPTS:

Receipts for all funds recommended for the Tentative Budget are shown in Table A. The data in Table A
includes an overview of projected receipts. Across all funds, the district is projecting receipts to be 20.1%
or $12,750,863 more in 2024-25 compared to the Draft Budget that was presented in January, 2024. The
primary reason for the substantial increase is $9,677,131 is included for the Special Revenue Fund that was
not required to be included in the Draft Budget. The increase in general fund receipts is due to the projected
increase in property tax revenues along with the increase in SEEK funding. SEEK per pupil will be
increased by $126 per pupil for 2024-25.

Table A
Receipts — All Funds — 2024-25 Tentative Budget
F
A B C D % Change
DRAFT TENTATIVE E from
Actual Actual Budget Budget $Change DRAFT

Fund 2021-22 2022-23 2024-25 2024-25 D-C E/C
General Fund 51,339,079 53,958,254 49,352,042 51,450,971 2,098,929 4.3%
Special Revenue Fund# 17,024,707 14,223,337 0 9,677,131 9,677,131 100.0%
Capital Outlay Fund 657,401 659,885 623,175 607,070 (16,105) -2.6%
Building Fund 6,019,457 6,680,300 6,219,060 7,209,968 990,908 15.9%
Child Nutrition Fund 7,201,870 6,854,921 6,520,501 6,520,501 0 0.0%
Child Care Fund 679,904 763,975 742,000 742,000 0 0.0%
Total $82,922,419 | $83,140,672 | $63,456,778 $76,207,641 | $12,750,863 20.1%

* All columns exclude state revenue/payments on-behalf of the school district, and non-recurring transfers
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Proposed receipts are detailed in the attached 2024-2025 Tentative Budget. Table B provides an overview
of all proposed General Fund receipts and adjustments made since the January 2024 review of projected
receipts. Overall, the General Fund receipts are projected to increase by $2,098,929 primarily due to higher
SEEK Revenue from the state and more tax revenue than those projected in the Draft Budget.

Table B
General Fund Receipts — 2024-2025 Draft to Tentative Budget
A B C
Draft Tentative $
Budget Budget Change
Source 2024-25 2024-25 B-A
Local 23,189,151 23,781,151 $592,000
State 25,862,891 27,369,820 $1,506,929
Federal 300,000 300,000 SO
Total General Fund $49,352,042 $51,450,971 $2,098,929

* All columns exclude state revenue/payments on-behalf of the school district, and non-recurring transfers

The 2024-25 SEEK base value per pupil will increase to $4,326 per pupil as approved in the state budget.
The per pupil increase along with changes to Tier I is projected to increase our revenue generated through
the SEEK formula by $1.5 million as shown above.

EXPENDITURES:

Proposed expenditures are detailed in the attached 2024-2025 Tentative Budget. Table C provides an
overview of all proposed General Fund expenditures and changes made since the January 2024 review of
projected expenditures. Appendix A, page 3, contains brief descriptions of the object codes utilized in the
Tentative Budget.

The changes in the 2024-25 Tentative Budget compared to the January Draft Budget are primarily due to
changes in salaries and benefits. We have included a 3% general wage increase along with experience
steps.

This Tentative Budget only includes the general wage increase along with an employee’s step increase.
The Working Budget in September will also include market wage adjustments for select classified
employee job classes. For 2024-2025 the categories will include all of child nutrition, lunchroom monitors,
custodians, and childcare workers. The next budget cycle will also include a $1,000 supplemental payment
to each employee that meets predetermined guidelines.
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Table C
General Fund Expenditures — 2024-2025 Draft to Tentative Budget
A B C E
Draft Budget Tentative Budget | $ Change % Change

Description 2024-25 2024-25 Expenditures D/B
Salaries 44,021,833 45,823,552 1,801,719 4.1%
Employee Benefits 6,137,096 6,365,453 228,357 3.7%
Purchased Professional Services 2,019,563 2,019,563 0 0.0%
Purchased Property Services 1,258,361 1,258,361 0 0.0%
Other Purchased Services 1,909,253 1,909,253 0 0.0%
Supplies 4,111,492 4,111,492 0 0.0%
Property 1,579,405 1,579,405 0 0.0%
Debt Service and Miscellaneous 308,855 308,855 0 0.0%
General Fund Estimated
Expenditures 61,345,858 63,375,934 2,030,076 3.3%
Contingency 13,237,040 13,305,893 68,853 0.5%
General Fund Estimated
Expenditures plus Contingency $74,582,898 $76,681,827 $2,030,076

*All columns exclude state revenues/payments on-behalf of the school district and non-recurring transfers.

**The Contingency is not an estimated expenditure. 1t is the budget’s reserve.

It is important to note that approximately 84% of the General Fund is dedicated to personnel expenditures
(salaries and benefits). This percentage has remained stable over the last several years.

KDE defines “total budget” as the budgeted expenditures in the General and Food Service Funds. The
budgeted reserve (Contingency) in the Tentative Budget has been determined accordingly.

The minimum reserve or Contingency required is 2% of the total Working Budget. A more reasonable
level is a 10% reserve. Our current reserve in the Tentative Budget is 10.19%. The unrestricted
(unallocated) budget reserve (Contingency) is necessary for maintaining adequate cash flow during the
year, providing for unanticipated emergency expenditures, and to provide a buffer from immediate program
cuts in the event of any reduction in anticipated receipts.

RECOMMENDATION:

Approve the 2024-25 Tentative Budget as attached to this enclosure. This includes approving a 3% general
wage increase, approving moving forward with the $1,000 supplement for all employees and moving
forward with additional increases for the targeted groups of employees.
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APPENDIX A

EXPENDITURES TYPES:

Within each major function, specific types of expenditures are grouped together. These groupings utilize
the first two (2) digits of the object. For instance, salary-related object codes always begin with 01 (0110,
0120, 0130, etc.), so the “01” causes these expenditures to be combined in the expenditures type grouping
“0100.” The following summarizes the types of expenditures grouped under the function:

0100 Salaries Personnel Services — salary-related expenditures, such as wages, stipends, etc.

0200 Employee Benefits — fringe benefits, such as employee insurance, FICA match, Medicare match,
CERS match, and KTRS match, when applicable

0300 Purchased Professional & Technical Services — contractual services, such as legal, consultants,
audit, architectural, engineering, etc.

0400 Purchased Property Services — other services, such as repairs/maintenance, rent utilities, etc.

0500 Other Purchased Services — expenditures such as travel, telephone, postage, advertising,
insurance, printing, etc.

0600 Supplies — expenditures such as general supplies, textbooks, reference materials, software, food,
testing materials, etc.

0700 Property — furniture, fixtures, equipment, computers, buses, etc.

0800 Debt Service and Miscellaneous — fieldtrip expenditures (other than the driver’s salary),
registration, fees, permits, uniforms, principal and interest payments including KISTA payments, etc.

0840 Contingency — used for budgeting purposes only as determined by the Board

0900 Other Items — fund transfers
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APPENDIX B
DEFINITIONS

ADA — Average Daily Attendance is the methodology by which most state funding for Kentucky school
districts is determined. The higher a district’s ADA (more students in attendance), the higher the state
funding, since SEEK funding is based on the number of FTE students in ADA.

Biennial Budget — the General Assembly is charged with establishing the state budget for 2 years (a
biennium) in even year sessions. In odd-year sessions, the General Assembly generally does not make
changes to the state budget.

Debt Service — principal and interest payments on debt and other borrowings, like bond issues.

Enrollment — the number of students a school or district lists as having attended school during the year.
School staffing in the district is based on enrollment, so the more students enrolled, the more staff
allocated to a school.

Equalization — a fundamental principle of the SEEK formula is that taxable wealth per pupil should be
rendered neutral up to a specified level of local tax effort. In theory, under the Kentucky Education
Reform Act (KERA), changes in local wealth should have no effect on total funds available to a school
district. However, other factors can result in varying impacts on district funds.

Exceptional Child Count — this is the count, as of December 1st, of the number of students with
disabilities. The SEEK funding formula includes a premium (“add-on”) for these students.

Fiscal Year — this is the indication of the school district’s calendar for purposes of budgeting and
financial reporting. The fiscal year begins on July 1st and ends on June 30th. In a reference to “FYxx”,
the “xx” means the year that ends on June 30, 20xx.

FTE — a Full-Time Equivalent teacher represents 1.0 teacher, while a half-time teacher is .5 FTE.
Likewise, a typical student is 1.0 FTE for funding purposes. However, a kindergarten student is only
funded at .5 FTE since full-day KG is not required, or funded, by the state.

On Behalf — Payments made by the State directly to the provider, such as for health insurance, as
opposed to flowing the funds through the school district bank account.

Receipts — This is similar to revenues, but it indicates funds received in the fiscal year, excluding any
funds brought into the year from a previous year (e.g., excluding the Beginning Balance).

SEEK - the Fund to Support Education Excellence in Kentucky is the state’s public school funding
mechanism for elementary and secondary education. SEEK originated as part of the Kentucky Education
Reform Act (KERA).

SEEK Base — the level of state funding per FTE pupil in ADA.
Tax Definitions —

e Personal Property Tax: Also referred to as ad valorem taxes, including every type of
property, tangible and intangible, other than real property.
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o Tangible Personal Property: Movable property that has not become affixed to
real property that may be seen, felt, or touched.

o Intangible Personal Property: Stocks, mutual funds, money market funds, loans,
notes, mortgages, accounts receivable, land contracts, cash, credits, patents,
trademarks, copyrights, tobacco base, allotments, annuities, deferred
compensation, retirement plans, and any other type of personal property that
is not tangible personal property.

e Real Property Tax: All lands within the state and improvements thereon.

e Public Service Corporation Property Tax: Also referred to as public service company (PSC)
taxes. Companies include those engaging in the business of railways, gas, water,
bridges, commercial airline, air freight, pipeline, privately-owned sewers, municipal
solid waste disposal, and every other like company or business performing any public
service. Excluded are bus line companies, common carrier trucking companies,
taxicab companies, communications companies, and providers of multichannel video
programming services.

e Delinquent Tax: All regular unpaid tax bills are considered delinquent on January 1
following the assessment date. Collected by the Sheriff until 4’2 months after the
date the taxes were due (typically January 1), after which the County Clerk begins
sale proceedings to third party purchasers.

e Motor Vehicle Tax: A tax on the privilege of using a motor vehicle upon the public
highways of the state.

e Utility Tax: Abbreviation for Utility Gross Receipts License Tax. Utility tax is assessed on
gross receipts derived from the furnishing of utility services and/or cable services
within a school district. The service provider collects the tax based on the rate
established by the local authority. The rate cannot exceed 3%.

e Omitted Tax: Real property determined to have been left off of the property tax roll.

e Revenue in Lieu of Taxes: This is not actually a tax. With approval of the Kentucky
Economic Development Finance Authority, property financed by an Industrial
Revenue Bond (IRB) and leased by the issuer to the company is exempt from state
and local property tax as long as the bonds remain outstanding and title to the
property is held by the issuer. A condition to supporting the project and issuing the
bonds may include a requirement that the company agree to make payments in lieu of
taxes (PILOTS) equal to all or some portion of the property tax payments the
company would be required to pay were it not for the statutory exemption of the IRS-
financed property from such taxes. The recipient of PILOTs is typically the school
district.
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