October Forecast

Fiscal Year 2026
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What Has Changed in Revenue Since May?
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Increases:
. S170K - FY25 - Threshold Reimbursement
e S$155K - FY26 - Per Pupil Supplement
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. $2.5M — FY25 - Final ESSER Continuity of Services Transfer

*  S900K — FY26 - Proposed Funding Not Included in Final
Forecast 2025 2026 2027 2028 2029 Budget
octob * $3.5M-FY26 - Supplemental Targeted Assistance
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. S1M — FY26 — HB96 - Lorain County Homestead & Owner

Occupancy “Piggyback” Exemptions \
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orecast «  $200K — FY26 — HB186 Impact [\
A

Difference = -$3,845,468  -$4,375,234  -$6,965301  -$4,349,593  -$3,912,154 *  $400K - FY26 — HB129 Impact


Presenter Notes
Presentation Notes
Since the May forecast, several major changes have impacted our district’s funding. Many of these changes were discussed during the August fiscal update.
 
When we closed FY25, revenue in lines 1.06 through 2.06 came in lower than expected, mainly due to the final ESSER transfer to the general fund. That transfer covered salaries and benefits from the 2021SY, when staff supported remote learning during COVID.
 
We also saw a small increase in our Threshold Cost reimbursement — previously called Catastrophic Costs — which went up by about $170,000. This program reimburses districts for high-cost special education services listed in a student’s IEP.
 
As the state budget was finalized on June 30th, three state-level items also impacted our forecast.
First, our Per Pupil Supplement increased by about $155,000, or roughly $27 per student.
Second, about $900,000 in proposed State House funding was not included in the final budget.
And most significantly, Supplemental Targeted Assistance was eliminated, resulting in a loss of more than $3.5 million for our district.
 
Since August, three more revenue losses have been identified, totaling about $1.6 million.
The Lorain County Commissioners’ approval of the Homestead and Owner-Occupancy ‘Piggyback’ exemptions will reduce our revenue by about $1 million a year.
House Bill 186 will limit property tax growth to inflation, reducing revenues by almost $200,000 a year.
House Bill 129 changes how levies can be renewed, limiting future growth and reducing revenues by almost $400,000 a year.
 
Together, these changes significantly reduce expected revenue and make long-term financial planning more challenging.



ARCERY LR

$125.0M-

$120.0M+

$115.0M

$110.0M-

$105.0M+-

What Has Changed in Expenditures Since May?
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M October Forecast M May Forecast

Forecast 2025 2026 2027 2028 2029
October

$108,701,023 $115,113,306 $113,158,718 $117,022,706 $121,073,125
Forecast

May

$116,342,173 $106,423,854 $105,490,671 $108,480,431 $111,423,357
Forecast
Difference -$7,641,150 +$8,689,452 +$7,668,047 +$8,542,275 +$9,649,768

Decreases:

Increases:

$1.3M — FY25 — Buses Purchased in FY26

S7M —FY25 — Change in Funding Source for Completed
Capital Projects

$3.95M - FY26 — Severance & Incentive Payments

*  One lump sum payment to vendor, rather than
payments over 3 years

S3M —FY26 - Personnel Changes
$1.3M — FY26 — Buses Purchased



Presenter Notes
Presentation Notes
As we closed FY25, there were two main updates to expenditures.
First, Capital Outlay spending was about $1.3 million lower than expected because our most recent school bus purchase was made at the start of FY26 instead of the end of FY25.
 
Second, we found a more efficient way to process the $7 million transfer to the Permanent Improvement Fund for completed capital projects. After consulting with the ESC and legal counsel, we kept the expenses in the General Fund instead of recoding them. This approach is fully compliant, poses no risk, and is considered best practice when completed within the same fiscal year. The Board approved this change on June 25.
 
The October forecast also now includes $3.95 million in severance and incentive payments for certified staff who took part in the Early Payment Contract, along with about $3 million in other personnel changes. These include negotiated pay increases, additional paraprofessionals, a net reduction of seven teachers from last year, and new hires in transportation as we continue to bring more routes in-house.
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Projected Revenues, Expenditures, and Cash Balances
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Presenter Notes
Presentation Notes
Let’s take a look at how all of these changes impact the forecast. 
 
This chart shows our four-year financial outlook based on current spending, projections, and trends, and highlights key measures that show where we stand and where we’re heading.

The green line represents total revenues—all money coming in from the state, property taxes, and other sources. Revenues decline from about $96.6 million in FY26 to $87.2 million in FY29.
 
The red line shows total expenditures, or all district spending. Expenses rise from about $115 million to $121 million over the same period. 
 
The purple line shows deficit spending—the difference between what the district spends and what is brought in as revenue. Each year of this forecast, the district spends more than it receives, and that gap grows from about $18 million to $34 million by FY29.
 
The blue and orange lines show our ending cash balance, or how much money is left at the end of each year. Ending cash balance deficits are now projected to begin next year, in FY27. �
The blue line shows the balance without levy renewals—dropping from about $7 million to nearly negative $79 million by FY29.�
The orange line shows the balance with levy renewals—still declining, but ending closer to negative $65 million.
�As you can see, even with renewals, state funding losses accelerate the decline in this district’s cash balance. Without renewals, the district moves into deeper deficits much faster, making it harder to maintain financial stability.
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Fiscal Oversight

State Oversight Levels Lorain Projections

Year Balance

Fiscal Caution

Trigger: Cannot meet obligations within 2 years FY25 $25.9M m
Action: Written corrective plan required

FY26 $7.4M
Trigger: Deficit > 8% of prior-year revenue
Action: Financial recovery plan, increased oversight FY28 -$36.5M

® FY25: Positive carryover from budget adjustments

Sl Emergency ® FY26: Deficit spending begins, negative balance by FY27

Trigger: Deficit > 15% or plan non-compliance ® FY27: Deficit equals ~13% of revenue (Watch threshold)

A T SR bl el R e el L ® FY28: Deficit exceeds 15% - triggers state control

Critical Action Required /
Without new revenue or expenditure cuts, district will lose local control to state commission by FY28 [



Presenter Notes
Presentation Notes
As we review our financial outlook, it’s important to understand how the state monitors school district finances.

Ohio has three levels of fiscal oversight for school districts: Fiscal Caution, Fiscal Watch, and Fiscal Emergency. These steps are designed to identify financial problems early and help districts recover before the state has to step in.

Based on our October forecast, our district may enter Fiscal Caution, this year, in FY26, as our fund balance begins to decline. By FY27, the projected deficit could trigger Fiscal Watch, and if no action or new revenue is secured, Fiscal Emergency could follow in FY28.

The key message is that we still have time to act. Renewing levies, managing expenses, and planning ahead can help us stay in control and avoid state intervention.



Levy Renewals and Expirations

* Expiring Bond
e Last Collection - Calendar Year 2025

* Expired Maintenance Levy
e Last Collection — Calendar Year 2024

e Renewals

 November Election (No Additional Cost to Taxpayers)
* Operating Expense Levy — S11M/year

* Emergency Levy — S3M/year
* Last chance to pass this levy with exemptions for homeowners (HB 129)


Presenter Notes
Presentation Notes
Next, let’s review the status of the district’s levies.
 
The $41 million bond, first issued in 2001, will expire at the end of this calendar year, resulting in a tax decrease for our community.
 
The 2001 Classroom Facilities levy, also known as the 034 Maintenance Fund, expired at the end of 2024, also reducing taxes for residents.
 
There are two renewal levies on the November ballot:
The Operating Expense levy, which generates about $11 million per year
The Emergency levy, which generates about $3 million per year, for the district
Both renewals come at no additional cost to taxpayers.

Additionally, the district’s emergency levy currently qualifies for the Homestead and Rollback Tax Exemptions, which give homeowners about a 12.5% property tax discount, reimbursed by the state. 

If the renewal does not pass and new state laws take effect, the district would lose this funding, and homeowners would lose their exemptions on this levy. 

Replacing the levy later could cost taxpayers more because new levies would not qualify for the same credits.



Planning Ahead: Future Forecasts

* Forecast Changes
e Future Forecasts will be due in February and August Each Fiscal Year

* New Format
* Current Year Budget w/ 3 Years of Projections

* State Budget
e Possible Vetoes or New Laws

* Ongoing Review
* Programs, Services, and Initiatives

* OQur Commitment
* Transparency, Collaboration, and Responsible Financial Management.


Presenter Notes
Presentation Notes
Looking ahead, future, forecasts will be due in February and August instead of November and May of each year. These forecasts will include the current budget and three-year projections, rather than the five-year forecast we’ve done in the past. These changes were part of the new state budget.
 
We should also be aware that the state budget bill could change further if there are vetoes or new laws passed.
 
As we prepare the next forecast, we will continue to review the quality and effectiveness of our programs and services, making budget adjustments as needed. We will also keep evaluating our levy status and determine when to ask voters for continuing or additional funds to support the district.
 
Any changes in these areas may significantly impact future projections. With a forecast being a projection based on today’s information — the further out we project, the more likely it is to change.
 
With these factors in mind, our numbers will continue to fluctuate, and future updates may look different.
 
Through this planning process, we remain committed to transparency, collaboration, and responsible financial management. We will keep the community informed, involve stakeholders in decisions, and develop a plan that supports the long-term success of our students, staff, and community. Our top priority remains providing a high-quality education for students and supporting the staff who serve them. 
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Presenter Notes
Presentation Notes
This concludes the October forecast presentation. 
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