Tentative Budget
2026-27

Presented June 18, 2026

The 2026-2027 Tentative Budget has been prepared in full compliance with lllinois
State Board of Education requirements, including fund accounting standards,
double-entry bookkeeping practices, and the use of a standardized chart of accounts.
As the district’s primary financial planning document, the budget serves as a roadmap
for the upcoming fiscal year by identifying anticipated revenues, planned expenditures,
and the resources necessary to support educational programs, operations, and strategic
priorities. The budget is developed using historical financial data, current staffing and
enrollment information, economic indicators, and known funding assumptions to provide
the most accurate projection of future financial activity.

lllinois law requires school districts to follow a formal budget adoption process designed
to promote transparency and public accountability. As part of this process, the tentative
budget must be made available for public inspection prior to adoption, and the Board of
Education must conduct a public hearing to provide community members with an
opportunity to review and comment on the district’s financial plan. For the 2026—-2027
budget cycle, the tentative budget will be presented in June, the final budget will be
presented in August, the public budget hearing will also be held in August, and final
budget adoption is scheduled for September.

It is also important to note that Hawthorn CCSD 73 utilizes cash-basis accounting.
Under this method, revenues are recognized when cash is received and expenditures
are recorded when payments are made. As a result, the budget reflects the actual flow
of cash into and out of the district during the fiscal year rather than when revenue is
earned or liabilities are incurred. This accounting method is commonly used by lllinois
school districts and aligns with the district’'s annual financial reporting and budgeting
practices.



Executive Summary

The fiscal year 2026-2027 Tentative Budget reflects the district’s continued commitment
to maintaining high-quality educational programs, investing in facilities and
infrastructure, and meeting long-term financial obligations while preserving fiscal
stability.

Based on current projections, the district expects total operating revenues of
approximately $73.1 million and operating expenditures of approximately $72.6 million,
resulting in an estimated unallocated operating surplus of $419,000.

Budget at a Glance

Total Operating Revenue: $73.1 million

Total Operating Expenditures: $72.6 million

Unallocated Operating Capacity: $419,000

Salaries and Benefits: $50.1 million (69% of operating expenditures)
Local Revenue: $62.9 million (86% of operating revenue)

Debt Service Obligation: $7.3 million

Annual Facility Improvement Investment: $2.5 million

Key Budget Assumptions

The tentative budget was developed using historical financial data, current staffing
levels, negotiated salary agreements, inflationary indicators, projected enrollment, and
available state and federal funding information.

Major assumptions include:

Continued Evidence-Based Funding Tier 3 status.

Property tax growth consistent with county extension estimates.
Stable enrollment trends.

Transportation reimbursement at approximately 69% of eligible costs.
Health insurance costs based on current NIHIP projections.
Conservative estimates for federal grant allocations.

The district will continue to monitor economic conditions, state funding decisions, and
federal grant allocations throughout the summer and adjust projections as necessary
before final budget adoption.
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Budget Calendar
Each September, the Board of Education approves a budget calendar that authorizes
the Business Office to begin preparing the tax levy for the upcoming calendar year and
the budget for the next fiscal year. The 2026-2027 budget calendar was approved in
September 2025.

September
e BOE approves 2026-27 Budget Calendar (September 18, 2025)
e BOE authorizes person(s) to work on 2026-27 budget (September 18, 2025)
e Preparation of 2025 Levy begins

October
e Present 2025 tentative levy to BOE (October 16, 2025)
e Truth in Taxation notice in newspaper

November
e BOE conducts public hearing on 2025 levy and adopts levy (November 13,

2025)

December
e File Certificate of Tax Levy with County Clerks on or before December 31, 2025

January
e BOE to discuss financial projections and FY27 budget priorities

June
e Presentation of the FY27 Tentative Budget (June 18, 2026)

August
e BOE conducts public hearing on tentative budget (August 2026)

September

e BOE scheduled to adopt the final budget (September 2026)

e Budget to be filed with the lllinois State Board of Education within 30 days of
local board action. Certified copies to be filed with the County Clerks and the
Regional Office of Education.

e Budget must also be available on the District’s website




Overview of the FY2027 Tentative Budget

The fiscal year 2026-2027 tentative budget reflects the district's continued commitment
to maintaining high-quality educational programs, investing in facilities and
infrastructure, and meeting long-term financial obligations while preserving fiscal
stability. This budget was developed using historical financial data, current staffing
levels, negotiated salary agreements, inflationary indicators, projected enrollment, and
available state and federal funding information.

Based on current projections, the district expects total operating revenues of
approximately $73.1 million and operating expenditures of approximately $72.6 million,
resulting in an estimated unallocated operating surplus of $419,000. This projected
surplus provides the necessary flexibility to address unforeseen needs, opportunities, or
projects that arise during the fiscal year and were not included in the original budget.

The district's financial position remains strong, with local property taxes continuing to
serve as the primary source of revenue, accounting for approximately 86% of operating
revenues. State and federal funding provide additional support for instructional
programs, special education services, transportation, and various student support
initiatives.

Employee salaries and benefits remain the district's largest expenditure, representing
approximately 87% of the operating levy. The remaining expenditures support
transportation, purchased services, instructional materials, technology, facility
maintenance, capital improvements, equipment replacement, and specialized student
services.

Several key priorities are reflected in the 2026-2027 budget, including:

e Maintaining competitive compensation and benefits to attract and retain
high-quality staff.

e Continuing the district’'s annual investment of approximately $2.5 million in facility
improvement and maintenance projects.

e Supporting technology infrastructure and instructional resources.

e Meeting all debt service obligations associated with voter-approved referendum
bonds.

e Preserving financial flexibility to address emerging needs and strategic
opportunities.

The district will continue to monitor economic conditions, state funding decisions, and
federal grant allocations throughout the fiscal year and adjust projections as necessary.
Updated financial reports will be provided to the Board of Education on a regular basis.



Key Budget Highlights

The fiscal year 2027 budget projections are shaped by several critical drivers across
both operating and non-operating categories.

Salaries and Benefits

Total expenditures for salaries and benefits are projected to rise by approximately $2.6
million over the prior fiscal year. This growth is primarily influenced by negotiated salary
schedules, step and lane advancements, and adjustments to staffing levels, alongside
anticipated increases in the cost of providing employee health and life insurance
benefits.

Capital Improvements

The district continues to prioritize the maintenance and modernization of school
infrastructure, resulting in a significant allocation for capital improvements. The Board
has set aside $2.5 million for the annual cycle of summer maintenance and facility
enhancement projects to ensure high-quality learning environments.

Purchased Services

Expenditures within the purchased services category are projected to decrease
compared to FY2026. This anticipated reduction is primarily due to a decrease in
contracted services as open positions are filled with full-time district staff.

Supplies and Materials

A decrease in supplies and materials expenditures is projected, reflecting strategic
purchasing decisions, improved inventory management, and ongoing efforts to control
costs while maintaining program quality and operational effectiveness.

Debt Service

The district’s long-term debt service obligations continue to follow a downward trajectory
as voter-approved referendum bonds are retired. For FY2027, the required debt
payment is estimated at $7.3 million, marking a continued reduction in the district's
annual debt burden.



Operating Revenue Overview

Revenue projections for FY27 are intentionally conservative, based on a combination of
prior year receipts and the current economic outlook for the remainder of calendar year

2026 and early 2027.

Local revenue is expected to increase by approximately 2.7%, due to a combination of
property tax levy, investment income and student fees for registration, clubs/athletics

and meals.

State revenue is projected to remain relatively flat, reflecting the district’s designation
as an Evidence-Based Funding (EBF) Tier 3 district, with an estimated funding

adequacy level of

Federal revenue is anticipated to increase slightly with reimbursements for IDEA grants
and E-rate submissions. There is still some Title grant funding uncertainty, particularly
for the Title Il Immigrant Student Education Program. The business office will keep the

Board updated on

96%.

any changes.

OPERATING REVENUE OVERVIEW

FUND SOURCE FY26 BUDGET FY27 PROJECTION % change
Local 61,000,000 62,888,517 3.10%
State 8,000,000 8,000,483 .01%
Federal 2,000,000 2,258,000 12.90%
TOTAL 71,000,000 73,147,000 3.02%

2026-2027 REVENUE PROJECTION

State
11%

Local
86%




Revenue sources

The majority of local funding for the school district is property tax revenue, which
crosses two tax levy years. Lake County property tax installments for the 2025 levy are
scheduled for disbursement in June 2026 and September 2026. Half of the 2025 levy is
expected in June.

Local revenue
e Tax Extension
o Property Tax Appeal Board (PTAB) recapture
e Corporate Personal Property Replacement Tax
e Other Local Revenue
o Student fees
o TIF payments
o Interest income
o Donations

State revenue

The primary sources of state funding for the school district are Evidence-Based Funding
(EBF) and transportation reimbursements. Additionally, District 73 receives
reimbursements for private facility placements and grant funding for libraries and
preschool programs.

e FEvidence Based Funding

e Transportation

e Other State Revenue
o Early Childhood Block Grant (ECBG)
o lllinois Library Grant

Federal revenue

Please note that final grant allocations may vary from initial estimates, as tentative
budget figures are conservatively projected. The business office diligently monitors
updates related to federal funding and will keep the Board of Education informed of any
adjustments or changes.

Title Grants under the Elementary and Secondary Education Act of 1965 (ESEA)
Individuals with Disabilities Education Act (IDEA)

National School Lunch Program (NSLP)

E-rate Program (Schools and Libraries Program of the Universal Service Fund)



Operating Expense Overview

Most Hawthorn 73 expenditures are planned and budgeted for to ensure that all
financial resources are used wisely and effectively. The budgeting process helps
prioritize spending according to strategic goals, ensures that funds are available for
essential activities, and prevents overspending. Budgeting provides a financial
framework for forecasting income and expenses to enable better decision-making and
resource allocation. It also promotes accountability by setting clear financial targets to
monitor actual spending against plans. Overall, planning and budgeting expenditures
ensures that Hawthorn 73 operates efficiently, achieves their objectives, and maintains
financial stability.

OPERATING EXPENSE OVERVIEW

EXPENSE SUMMARY FY26 BUDGET FY27 PROJECTION % change
Salaries & Benefits 47,552,883 50,138,442 5.44%
Non-Salary Expenses 23,147,117 22,504,058 -2.78%
TOTAL 70,700,000 72,642,500 2.75%

2026-2027 EXPENSE PROJECTION

Improvements
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Fund accounting Overview

Fund accounting is a way of organizing and tracking financial resources. Instead of
treating all money as a single pool, lllinois school code mandates that we create
separate "funds" for different purposes. For example, a school might have a general
fund for daily operations, a capital fund for building improvements, and a grant fund for
specific program funding.

In the school budget, the difference between operating and non-operating funds lies in
their purpose: operating funds cover the day-to-day costs of running the school, while
non-operating funds are used for specific projects or activities. Operating funds are
typically used for salaries, utilities, supplies, and other routine expenses. Non-operating
funds might include capital projects like building renovations or the purchase of
equipment, or funding for debt.

Operating Funds vs. Non-Operating Funds

The district has a total of 8 funds for accounting revenues and expenditures:

Fund Description Operating vs. Non-Operating
10 Educational Operating

20 Operations and Maintenance Operating

30 Debt Service Non-Operating

40 Transportation Operating

50 Social Security/IMRF Operating

60 Capital Projects Non-Operating

70 Working Cash Operating

80 Tort Operating
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OPERATING EXPENDITURES BY OBJECT

Salaries (object 1000)
Salary expenditures include base wages plus all extra-duty and stipend wages. School year
2026-2027 represents the second year of the 2025-2028 HEA negotiated agreement.

Employee Benefits (object 2000)

The district participates in the Northern lllinois Health Insurance Program (NIHIP) cooperative
for medical, dental, vision and life insurance. Other benefits include flexible spending, tuition
reimbursement, and mileage reimbursement.

Purchase Services (object 3000)

The district relies on third party vendors for some services including transportation, food service,
janitorial services, landscaping, waste disposal, network infrastructure and various repair
vendors. Also included in this group are professional development speakers and consultants.

Supplies & Materials (object 4000)
Consumable supplies and materials that are used within the school year include paper,
curriculum workbooks and manipulatives, art supplies and STEM supplies.

Capital Outlay (object 7000)

The Board of Education is committed to maintaining the district facilities and has set-aside $2.5
million each year for summer projects. FY26 projects were focused on Middle South library and
office renovations.

Non-capital Equipment (object 5000)
Each year, the budget includes line items for equipment replacement including things like
classroom furniture, physical education equipment, rugs or bulletin boards.

Other Objects (object 6000)
This group contains anything that does not belong to a previously mentioned object code. These
expenses include private placement tuition, Lincoln building rental, and staff celebrations.

OPERATING EXPENSE BUDGET SUMMARY
OBJECT CODE | EXPENSE DESCRIPTION (FY26 BUDGET FY27 PROJECTION

1000-1999 Salaries 37,648,558 39,200,442
2000-2999 Benefits 9,904,325 10,938,000
3000-3999 Purchase Services 14,200,000 13,208,107
4000-4999 Supplies and Materials 4,154,850 3,375,160
5000-5999 & |Non-capital Equipment &
7000-7999 Capital Outlay 1,619,267 3,274,361
6000-6999 Other Objects 3,173,000 2,646,430

TOTAL 70,700,000 72,642,500
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NON-OPERATING EXPENDITURES

Debt Service (Fund 30) - Existing Debt Structure & Leases

The district continues to meet its debt service obligations associated with
voter-approved referendum bonds. For fiscal year 2026, the required debt service
payment is approximately $7.2 million. As outstanding bonds are gradually paid off, the
annual payment obligation continues to decline. In accordance with lllinois law, the tax
levy includes a dedicated debt service levy that automatically generates the revenue
necessary to meet these bond repayment obligations.

In Spring 2024, the Board approved a technology device refresh agreement with Apple
that included a four-year lease for student iPads and a three-year lease for staff
MacBooks. To satisfy the district's final obligation under this agreement, the Business
Office will present a fund transfer resolution to the Board in Spring 2027 to transfer
$171,482 from the Educational Fund to the Debt Service Fund, which will cover the final
lease payment.

Capital Projects (Fund 60) - Site & Facility Projects

The Site and Facilities Committee annually plans approximately $2.5 million in summer
maintenance and capital improvement projects. To streamline financial operations and
eliminate the need for interfund transfers, the Business Office has shifted funding for
these recurring expenditures from a Non-Operating Fund (Fund 60) to an Operating
Fund (Fund 10). Moving forward, Fund 60 will be reserved exclusively for expenditures
related to referendum bond proceeds and County Facility Tax revenues.

NON-OPERATING EXPENSE BUDGET SUMMARY

FUND DESCRIPTION FY26 BUDGET FY27 PROJECTION % change
Debt Service (Fund 30) 8,004,000 7,294,408 -8.87%
Capital Projects (Fund 60) 2,500,000 0 -100%
TOTAL 10,504,000 7,294,408 -30.56%
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Budget Risks and Uncertainties

While the FY2027 budget is based on the most current information available, several
factors could impact actual revenues and expenditures during the fiscal year.

Federal Funding

Federal grant allocations remain subject to congressional appropriations and
administrative decisions. Changes to Title funding, IDEA funding, or E-rate
reimbursements could affect district revenues.

Employee Benefits
Health insurance costs continue to be influenced by healthcare utilization trends and
market conditions. Actual expenditures may vary from current projections.

Special Education Costs
Private placement tuition and specialized student services can fluctuate significantly
based on student needs and placement requirements.

Transportation Reimbursements
State transportation reimbursements are dependent upon annual state appropriations
and reimbursement percentages established by the lllinois State Board of Education.

Economic Conditions
Inflationary pressures, labor market conditions, investment earnings, and property tax
collection timing may impact both revenues and expenditures throughout the fiscal year.

The Business Office will continue to monitor these risk factors and provide regular
financial updates to the Board of Education.
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2026-2027 BUDGET SUMMARY

The annual budget serves as the district's financial planning roadmap, projecting
expected revenues and expenditures based on historical trends, current economic
conditions, staffing assumptions, and other key financial indicators.

For fiscal year 2026—2027, the district projects total revenues of approximately $72.6
million, primarily generated through local property taxes, with additional funding from
state and federal sources. Total expenditures are projected at approximately $72.1
million, including $50.1 million for salaries and employee benefits and $22.0 million for
operational costs such as purchased services, supplies, capital improvements,
equipment, and student outplacements.

Based on current projections, the district anticipates an Unallocated Operating Capacity
of approximately $419,000. These funds provide flexibility to address unforeseen needs,
opportunities, or projects that arise during the fiscal year and were not included in the
original budget.

2026-2027 BUDGET SUMMARY
REVENUE/TRANSFER EXPENSE/TRANSFER
Fund Description FY26 FY27 FY26 FY27
BUDGET |PROJECTION| BUDGET |PROJECTION
10  |EDUCATION 57,700,000] 59,170,483]  57,200,000] 59,200,0000
20 |o&M 4,500,000 4,678,000 5,000,000 4,675,000
30 |DEBT SERVICE 8,004,000 7,294,408 8,004,000 7,294,408 |Unallocated
40  |TRANSPORTATION 6,000,000 6,600,012 6,000,000 6,200,000 %ZTD'::I;‘)?
50 |SOCIAL SECURITY 1,900,000 1,793,505 1,700,000 1,853,000
60  |CAPITAL PROJECTS 2,500,000 0 2,500,000 0
70 |WORKING CASH 0 105,000 0 0
80 |TORT 900,000 800,000 800,000 800,000
Total All Funds 81,504,000] 80,441,408] 81,204,000 80,022,408
Total Operating * 71,000,000]  73,147,000]  70,700,000] 72,728,000 419,000

In conclusion, the fiscal year 2026-2027 tentative budget represents a balanced and
sustainable financial framework that aligns with the district’'s strategic priorities and
preserves essential fiscal flexibility. Driven by current projections, Hawthorn CCSD 73
remains strongly positioned to advance its educational mission, invest in school
infrastructure, and satisfy all long-term financial obligations while maintaining the
capacity to address emerging needs or unforeseen challenges throughout the fiscal
year.
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