HAMPTON TOWNSHIP SCHOOL DISTRICT

2025-2026

PROPOSED BUDGET &
PLANNING DOCUMENT



HAMPTON TOWNSHIP SCHOOL DISTRICT

2025-2026 PROPOSED BUDGET & PLANNING DOCUMENT

TABLE OF CONTENTS
SUMMARY........ ververeraas esseereasasesaranoerrsrittiritatetstbats estrrerssrnsararnrsrararerren Page(s) 1-8
REVENUE DETAIL....cc.covuinnis rveearesirieiairesersaeinisians trarerrrssensessnsaesnrassesses Page(s) 9-10
EXPENDITURE DETAIL........ccucu.. eeareraeans S Page(s) 11-20
EXPENDITURE SUMMARY
by OBJECT..coioviiniennrnnns ceerrratrateresasostatereriene ebherasetresratintentesrrerreranrn ceesren Page(s) 21

REVENUE/EXPENDITURE SUMMARY
and MILLAGE RATE PROJECTIONS . .voeeversureeeiseessssesesseesssssssessssaesssssnessns Page(s) 22



SUMMARY



HAMPTON TOWNSHIP SCHOOL DISTRICT
2025-26 PROPOSED BUDGET & PLANNING DOCUMENT

The Proposed Budget and Planning Document is prepared annually to project the financial
condition of the District’s General Fund for future years based on historical results and trends.
The financial projections are used by the School Board and Administration in setting
instructional goals, spending policies and tax rates. This document entails the District’s effort to
present a long-range budgetary planning guide in order to make the most informed and
responsible economic decisions for the long-term interest of the District and its residents.

This document also includes the District’s 2025-26 Proposed Preliminary Budget. Under Act 1
of 2006, any District that projects that it will need to raise its tax rate at a rate higher than the
State of Pennsylvania’s Act 1 index must make a Proposed Preliminary Budget available for
public inspection no later than January 30, 2025. Alternatively, a District can opt to approve a
“not to exceed” resolution prior to January 30, 2025, stating that it will not raise taxes higher
than the Act 1 index, which for the 2025-26 year is 4.0%.

Beginning with the 2024-25 year, all the figures in this document are estimated and projected.
The projections will be subject to many influences — both internal and external. These
projections assume a balanced budget for each of the future years.

Significant factors that will affect the final 2025-26 Budget that are not included in the Planning
Document include:
a.) There is considerable stress on the district’s taxable real estate assessed value due to
the Allegheny County common level ratio (CLR) reduction.
b.) The 2025-26 health insurance rates haven’t been finalized.
¢.) The District has not finalized staffing needs for 2025-26.
d.) The state will not release its 2025-26 preliminary education budget until February.
e.) The District has not finalized its department & building budgets.

2025-26 Proposed Preliminary Budget & Tax Rate:

Revenue Projections; The General Fund Revenue projection for the 2025-26 fiscal year
(with no change to the tax rate) is $64,990,547; which is an
increase of $792,999 or 1.24% from the 2024-25 Budget.

Expenditure Projections: The General Fund Expenditure projection for the 2025-26 fiscal
year is $66,592,929; which is an increase of $2,095,381 or 3.25%
from the 2024-25 Budget.
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2025-26 Proposed Preliminary Budget & Tax Rate (continued):

The projected shortfall is $1,602,382. It is recommended that the shortfall be funded as follows:

Shortfall: ($1,602,382)
Use of Stabilization Funds: (0)*
Net Shortfall: ($1,602,382)
Millage Equivalent of Shortfall: 0.92 mills
Act 1 Index maximum increase of 4.0%: 0.92 mills

* . The goal is to balance the 2025-26 budget without using stabilization funds.

2024-25 Projected Operating Results / Section 688 Fund Balance Guidelines:

The budgeted deficit in the 2024-25 budget was ($300,000) and the updated projection for the
operating deficit is ($474,008). The negative projection is primarily due to the following
projected variances for the 2024-25 year.

Projected positive 2024-25 Budget Variances:
Phase I1 HS bond issue deferred +$400,000

State education subsidies (final PA budget) +$106,028
Projected real estate transfer tax collections +$75,000

Projected negative 2024-25 Budget Variances:

Projected employee benefits ($245,338)

Projected special education professional & other services (nursing, tuition) ($213,785)
Projected utilities ($137,000)

Projected real estate tax collections (CLR appeals) (§105,481)

Projected delinquent tax collections ($100,000)

Per Pennsylvania Section 688 guidelines, a School District wishing to balance its budget with a
millage rate increase cannot have a projected ending unassigned fund balance greater than 8% of
the subsequent year’s gross budget. The District’s June 30, 2024 audited unassigned fund
balance was $3,456,040. The projected June 30, 2025 unassigned fund balance is $3,282,032,
which is a decrease of $174,008 as projected in the financial section of this document.

The projected June 30, 2025 fund balance of $3,282,032 is 4.93% of the 2025-26 budget and
within the 8% unassigned fund balance limitation. This projection is subject to change based on
tevenues and expenses for the remaining 6 months of the 2024-25 fiscal year and will be updated
in April and May 2025.
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The Act 1 Index impact on the 2025-26 General Fund Budget:

The 2024-25 Act 1 Index for the Hampton Township School District is 4.0%. This index places
a limit on any district millage rate increase at 0.92 mills to a total millage of 23.92 (current
millage of 23.00 mills + 0,92 mills = 23.92 mills.) Any increase greater than 0.92 mills will
require that the District utilize one or more of the State permitted Act 1 exceptions. There are (3)
Act 1 exceptions available to School Districts as amended by Act 25 of 2011.

1. To pay for special education cost increases above the index (net of state special education payments).
The District is likely eligible for the special education exception of approximately $400,000 based
on the increase in special education costs between the 2022-23 and 2023-24 fiscal years.

2. To pay increases for interest and principal on debt incurred prior to the effective date of Act 1. The
District does not qualify for the debt exception.

3. To make employer contributions to PSERS when the increase in the PSERS employer coniribution rate
exceeds the index. The District does not qualify for the PSERS exception. The “sunset” provision for
the Act 1 PSERS exception uses the 2011-12 year as a baseline year for wages — which reduces the
millage amount of the PSERS exception each yeat.

Stabilization Fund:

The District established the PSERS Rate Stabilization Fund during the 2009-10 fiscal year. The fund
allocated $6.4 million towards future PSERS costs and included a formula to allocate the funds for fifteen
budget years. In preparation for the 2020-21 budget amid the uncertainty due to the COVID-19
pandemic, the District adjusted the original PSERS Rate Stabilization fund for the 2020-21 budget and
renamed it the “Stabilization Fund.” The goal of the new Stabilization Fund was to add support to the
next (3) budget years to maintain educational programs during the period of economic uncertainty.

The PSERS Rate Stabilization Fund had $1.794 million remaining on July 1, 2020 to allocate to future
PSERS costs as follows:

2020-21 - $505,000 2023-24 - $265,000
2021-22 - $430,000 2024-25 - $172,000
2022-23 - $352,000 - 2025-26 - $70,000

To create the “Stabilization Fund,” the District used the existing PSERS Stabilization funds of $1.794
million and added $425,000 of savings related to the spring 2020 “in-person” school closure and
$500,000 of the existing debt service stabilization fund that was reserved for variable rate debt increases.
The readjusted “Stabilization Fund” had $2.719 million to allocate as follows:

2020-21 - $625,000 2024-25 - $300,000
2021-22 - §575,000 2025-26 - $200,000
2022-23 - $525,000 2026-27 - $94,000

2023-24 - $400,000

2025-26 Budget:

The District intends to balance the 2025-26 and 2026-27 budget without using the aforementioned
stabilization funds of $200,000 and $94,000. If achieved, the stabilization funds will be used for future
capital projects or to replenish the District’s fund balance.
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Revenues:

Real Estate Tax:

Real Estate Tax Revenues (excluding millage rate increases) have increased at an average annual
rate of 1.11% over the previous ten years. This growth was primarily due to new residential
construction in the District. The District’s real estate tax collection history is as follows:

Current Real % of $ Value % Increase
Estate Tax Total Levy  ofa in Value
Year Collections Collected Mill of a Mill
2025-26 (budget) $38,850,000 95.81% $1,744,000  (0.11%)
2024-25 (projected) 38,850,000 95.81% 1,746,000 (0.11%)
2023-24 37,113,779 96.22% 1,748,000 0.11%
2022-23 35,575,964 96.55% 1,746,000 0.75%
2021-22 34,319,742 96.02% 1,733,000 1.23%

- 2020-21 32,882,691 96.31% 1,712,000 2.03%
2019-20 31,673,698 95.89% 1,678,000 1.21%
2018-19 30,570,960 95.79% 1,658,000 1.78%
2017-18 29,721,415 95.19% 1,629,000 0.99%
2016-17 28,805,907 94.97% 1,613,000 1.70%
2015-16 27,874,741 94.92% 1,586,000 0.82%
2014-15 27,225,174 95.19% 1,573,000 1.81%

Gross value of a collected mil

$1,800,000

$1,750,000

$1,700,000
5$1,650,000

$1,600,000

$1,550,000
$1,500,000

$1,450,000

Value of a mil annual growth (2014-15 to 2021-22): 1.45%
Value of a mil annual growth (2022-23 to 2024-25): 0.025%
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Real Estate Tax (continued):

The slowing of real estate tax assessed value increases beginning with the 2022-23 year is
attributable to the decrease in the Allegheny County common Level ratio (CLR), The CLR isa
statistic derived annually from sales data. The CLR provides a method to adjust a current
assessed value to the 2012 base year assessed value. As aresult of a taxpayer lawsuit, the
methodology for calculating the CLR was changed, causing a drastic reduction in the ratio. For
the 2023 tax year, the CLR was reduced from 81.1% to 63.6% and the 2024 CLR was set at
54.5%. The reduction of the CL.R and future CLR reductions have and will continue to have a
negative impact on the district’s taxable assessed value through the county appeals process by
both the district and taxpayers as well as lower assessed values for new properties. The
District’s value of a mill as noted above has slowed since the 2022 tax year and will likely
decrease in the 2024-25 year, despite new construction additions.

Farned Income Tax:

Earned Income Tax Revenues have increased at an average of 3.56% annually over the last ten
years. The District’s earned income tax collection history is as follows:

Earned Income % Increase or

Year Tax Collections (Decrease)
2025-26 (budget) $5,300,000 3.92%
2024-25 (projected) 5,100,000 (0.38%)
2023-24 5,119,535 9.53%
2022-23 4,673,813 2.47%
2021-22 4,561,019 9.98%
2020-21 4,147,129 (2.05%)
2019-20 4,233,878 4.62%
2018-19 4,047,052 3.76%
2017-18 3,900,568 (0.07%)
2016-17 3,903,381 1.19%
2015-16 3,857,513 2.20%
2014-15 3,774,071 5.01%

Delinquent Taxes:

Delinquent Tax collections (including both real estate and earned income tax) increased by
$1,944 in the 2023-24 year — from $871,390 to $873,334. In the previous five years - delinquent
tax collections have ranged from a low of $703,709 to a high of $995,024. Due to their nature —
annual delinquent tax coltection fluctuations are common and a five-year average amount is the
most reasonable budget amount. The initial 2025-26 budget projection is $900,000.
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Real Estate Transfer Tax:

Real Estate Transfer tax collections decreased by $61,312 in the 2023-24 year — from $576,804
to $515,492. The decrease was due to higher mortgage / borrowing rates. The 2024-25 budget
amount was reduced to $475,000 and the district is on pace to collect approximately $550,000.
The initial 2025-26 budget projection is $575,000

Interest Earnings:

District interest earnings are budgeted to decrease slightly as short-term interest rates for CD’s
and treasuries are projected to be 4.0%. The initial 2025-26 budget is $560,000, which isa
decrease of $90,000 from the 2024-25 budget.

State Revenues:
The preliminary state education budget be released in February 2025, The projections used in
this document are for 2.5% increases to the basic education and special education funding line

items.

Expenditures:

Salaries:

District salaries have increased at an average rate of 2.72% annually over the previous ten years.

The salaries presented for the 2025-26 proposed preliminary budget are based on the current
staffing levels. The District’s salary expenditure history is as follows:

Districtwide % Increase from
Year Salaries Prior Year
2025-26 (Budget)  $30,671,410 2.53%
2024-25 (Projected) 29,913,823 2.73%
2023-24 29,119,856 3.02%
2022-23 28,265,443 2.63%
2021-22 27,490,073 1.34%
2020-21 27,125,320 5.56% *
2019-20 25,697,049 1.50%
2018-19 25,317,975 3.86%
2017-18 24,375,661 2.02%
2016-17 23,893,906 0.5%
2015-16 23,784,708 3.8%
2014-15 22,899,602 3.0%

*#.2020-21 Salary increase was due to additional staff hired to coordinate in-person and remote learning
duting the Covid-19 pandemic. The additional staff increases were reimbursed through federal funding,
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Benefits:

District Benefit changes are primarily determined by healthcare costs and employer pension
contributions to the Pennsylvania Public School Employees’ Retirement System (PSERS).
Healthcare rates for the 2024-25 fiscal year will not be finalized until March 2025. Currently a
10% increase is being projected. The 2025-26 PSERS employer contribution rate was certified
at 34.00%, a slight increase of (0.30% from 33.90%.

Healtheare Premiums:

Healthcare insurance rates have not been finalized. The expected rate increase for the 2025-26
fiscal year is 10%, which equates to an estimated increase of $433,000 for the district. Rates
should be finalized by March 2025.

District healthcare premiums have increased at an average rate of 6.06% annually over the last
ten years.

Historical Healthcare Premiums (Keystone Blue - Family Coverage) are as follows:

Family HMO % Increase

Year Premium from District Net
(Monthly)  Prior Year Healthcare Cost
2025-26 (Budget)  $2,550 10.0% $4,858,000
2024-25 (Projected) 2,319 9.0% 4,425,000
2023-24 2,128 14.0% 4,066,000
2022-23 1,866 8.0% 3,432,000
202122 1,728 5.0% 3,166,000
2020-21 1,646 2.5% 2,889,000
2019-20 1,606 1.9% 2,778,000
2018-19 1,576 1.9% 2,798,000
2017-18 1,546 1.9% 2,760,000
2016-17 1,517 2.2% 2,715,000
2015-16 1,484 2.7% 2,650,000
2014-15 1,444 5.7% 2,575,000
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The certified 2024-25 PSERS employer contribution rate is 34.00%, which is an increase of
0.30% from the 2024-25 rate of 33,90%. The PSERS employer contribution rate has increased
by 59% over the previous 10 years — an increase from 21.40% to 33.90%.

The 10-year summary of PSERS Employer Contribution Rates is as follows:

Year Employer Rate Increase/ (Decrease)  District Net
Rate from Previous Year PSERS Cost
2025-26 (Budget) 34.00% 2.95% $5,010,000
2024-25 (Projected) 33.90% (2.94%) 4,895,000
2023-24 34.00% (3.57%) 4,784,000
2022-23 35.26% 0.92% 4,797,000
2021-22 34.94% 1.25% 4,633,000
2020-21 34.51% 0.6% 4,531,000
2019-20 34.29% 2.6% 4,243,000
2018-19 33.43% 2.6% 4,081,000
2017-18 32.57% 8.5% 3,845,000
2016-17 30.03% 16.2% 3,427,000
2015-16 25.84% 20.7% 2,922,000
2014-15 21.40% 26.4% 2,354,000

A.W. Beattie Hampton Share:

The projected contributions to the A.W. Beattie program (operating budget & debt service) are
currently projected to increase by $17,567 or 2.0% from $877,433 to $895,000. The projected
increase is primarily due to increased enrollment for Hampton students at A.W. Beattic over the
S-year measurement period. The preliminary 2025-26 A.W. Beattie operating budget has a slight
overall increase of 0.96%.

High School Renovation Project / Debt Service:

The District’s 2025-26 debt service payments for previously issued bonds and notes is

$5,325,000. This debt service level assumes that there will not be a 2024-25 bond issue as was ;
projected in the 2024-25 budget and no additional debt service for 2025-26 is included in this |
version of the budget. Therefore, funding and construction for Phase I of the High School
project will be delayed until at keast the 2025-26 school year. The potential addition of debt :
service into the 2025-26 budget will depend on the outcome of the budget process between now

and June 2025.
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EXPENDITURE SUMMARY
BY OBJECT
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REVENUE/EXPENDITURE SUMMARY
AND MILLAGE RATE PROJECTIONS
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