THIS IS A DECISION PAPER
TO:

Hardin County Board Of Education

FROM:
TERESA MORGAN, Superintendent 

DATE:
May 14, 2026
SUBJECT:
2026-2027 Tentative Budget

ISSUE

The 2026-2027 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 or updated state budget for the biennium.  

In the General Fund (Fund 1), the Kentucky Department of Education has provided a preliminary FY27 SEEK revenue forecast. Based on current projections, SEEK funding is expected to decrease for FY27. Average Daily Attendance (ADA) continues to decline and is projected to be lower in the upcoming year. ADA for FY26 was funded at 13,051, while FY27 is estimated at 12,850. The SEEK guaranteed base has increased to $4,626 per pupil, reflecting a $40 increase from FY26.

Despite the increase in the base rate, total projected SEEK revenue for FY27 is $60,285,155, a decrease from $61,011,937 in FY26. It is important to note that local property assessment values have not yet been finalized. The Kentucky Department of Revenue is expected to certify Property Valuation Administrator (PVA) numbers in July/August, at which time SEEK funding may be adjusted. SEEK revenue could improve if ADA increases or if local assessments come in lower than anticipated.

The tentative budget is based on FY26 local revenue projections. Some areas of potential change include:

· Property Assessments & Growth: New growth, particularly in the Glendale area, is expected to increase property assessment values and generate additional revenue. 

· Population Growth: Continued county growth is expected to positively impact utility tax revenues. 

· Motor Vehicle Tax: Revenue is projected to remain flat due to reductions in fair market values of used vehicles, offsetting gains from new vehicle registrations. 

· Delinquent Taxes: Given current economic conditions, delinquencies are expected to rise across real and tangible property. 

· Payments in Lieu of Taxes (PILOT): Revenue is projected to decline significantly, largely due to changes associated with Blue Oval. This revenue stream has decreased by more than $2 million, effectively being reduced by half. 

Expenditures & Budget Adjustments:
· Section 6 (Per Pupil Allocations) remains consistent with FY26:

· Per Pupil Allocation: $120 

· Print Allocation: $10 (to offset rising paper costs) 

· Band/Orchestra Allocation: $122,500 

· Capital & Fleet 

· Bus purchases and white fleet replacements have been removed from the FY27 budget 

· Safety 

· School Resource Officer (SRO) budget remains at $1.1 million in the General Fund 

· Departmental Budgets 

· With few exceptions, non-payroll budgets remain flat across departments and programs 
· Transportation reduced by $453,800, though additional funding may be required pending fuel bid results in December 
· Buildings & Grounds -Reduced by $617,867 through operational adjustments 

· Insurance 

· Property, workers compensation, and fleet insurance costs have increased by $790,422 

· Utilities 

· Increased by $100,000 based on historical spending trends and anticipated rate increases 

· Contingency 

· FY27 maintained at 2.3%, consistent with FY26

At this time, staff will receive a step salary increase, provided they have not exceeded year thirty on the established step schedule. A Cost-of-Living Adjustment (COLA) was not included in the tentative budget, as Hardin County Schools has provided cumulative raises of 13% or more over the past three years. Employer contribution rates for County 
Employees Retirement System (CERS) have decreased from 18.62% to 17.43%, offering modest relief in benefits costs. Additionally, the nursing services budget is projected to be reduced from $650,000 to $250,000 for FY27 based on current staffing and service model adjustments. 

Despite these efforts, operational expenditures—including food services, maintenance and repair parts, paper supplies, fuel, and other essential materials—are expected to continue increasing due to ongoing inflationary pressures, fuel costs, and tariffs.
In order to ensure that revenues exceed expenditures in the FY 2026–2027 budget, further cost containment measures will be necessary. The district must take a proactive and strategic approach to align spending with available resources while minimizing the impact on student learning.

Potential areas for additional reductions and efficiencies may include:

· Staffing Adjustments 

· Evaluate attrition and consider not filling select vacant positions 

· Review staffing ratios and reallocate where possible 

· Limit overtime and extra duty expenditures 

· Operational Efficiencies (Major reductions at Tentative Budget)
· Reduce discretionary spending across departments 

· Reduce non-essential costs like travel, food, & supplies
· Evaluate energy usage and implement conservation strategies 
· Evaluate software efficiency and effectiveness
· Buses/White Fleet/Buildings
· Delay or phase non-essential equipment, bus, or vehicle purchases 

· Reassess planned capital improvements and defer when possible 

· Revenue Considerations 

· ADA increases or enrollment
· Revenue in Lieu of taxes 
While the district has made meaningful progress in controlling costs, additional reductions will be required to maintain a balanced and sustainable budget. These decisions will require careful consideration, transparency, and a continued focus on protecting the district’s core mission of supporting student success.

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 currently.  Final numbers will be available later in the summer. KDE is forecasting most grants to remain close to the FY26 allocations. Federal grants are ones to watch for cuts in the upcoming year.
Funds 310 and 320, Capital Projects funds, Capital Outlay, and FSPK, will be directed to debt service. With Central Hardin Renovations, Trojan Way, Lincoln Trail, East Hardin Middle, Cecilia Valley, and West Hardin, most of the funds will be for all our bond principal and interest payments. SEEK revenue for fund 320 and 310 decreased due to ADA and assessments.
Fund 360, the Construction Fund, will have a higher balance next year due to the bonding of several projects. Projects such as Trojan Way, Central Hardin, West Hardin, and EC3 will have bonding monies. 
In Fund 51, Food Service, the most significant cost expense will be from food, paper, and milk prices. Tariffs and fuel surcharges are an unknown, affecting food and other items. Revenue should rebound after reducing the number of CEP locations. Fund 51 is currently $850,000 more in expenses than revenue and may need general fund assistance. 

Funds 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 positions. 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 EDUCATION APPROVE THE 2026-2027 TENTATIVE BUDGET.

RECOMMENDED MOTION


I MOVE THAT THE HARDIN COUNTY BOARD OF EDUCATION APPROVE THE 2026-2027 TENTATIVE BUDGET.

