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Income tax cuts continue to provide huge benefits to the wealthiest  

An analysis by the Institute on Taxation and Economic Policy (ITEP) shows that the Kentuckians who are 
struggling the most are not those who have benefited the most from nearly a decade of income tax cuts. The 
wealthiest 1% of Kentuckians, who make $1.6 million annually on average, will receive an average of $27,482 a 
year from reductions in the income tax rate since 2018. In contrast, those with incomes in the middle 20% will 
receive $859 a year on average and the bottom 20% will receive an average of $143 annually, as illustrated in the 
graph below. The richest 20% of Kentucky residents have received 66% of these tax cuts.7 
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In addition to shouldering more of the burden to support the base SEEK formula, local districts must make up 
for shortfalls in transportation funding. By law, the state must pay the full cost of transporting students to and 
from school as calculated by a statewide formula.33 However, the state has not fully funded the transportation 
formula since 2004. The funding level went up from 70% of the full statutory amount in 2024 to 74% in 2025 
and 82% in 2026; this is an improvement from prior years but still short of what the statute requires.34  

 

In addition to the $0.30 per $100 in property tax value that districts must levy to participate in SEEK, districts 
are permitted to impose local levies to generate more resources. The first additional levy, referred to as Tier 1, 
provides a state match at 150% of the statewide average property per pupil for districts that impose additional 
levies. Statutory language establishes the amount that can be raised and matched under Tier I as up to 15% 
more than the combined SEEK base per-pupil amount plus add-ons. But in the 2024-2026 budget, the General 
Assembly temporarily increased the amount that can be raised and matched to 17.5% above the combined SEEK 
base amount plus add-ons. By providing this temporary increase in Tier I rather than increasing the base SEEK 
funding for all schools, the General Assembly is providing additional state resources to most districts though 
not for districts with higher property assessments, like Jefferson and Fayette counties.  

The second allowable additional levy, referred to as Tier 2, enables districts to raise additional money through 
local taxation up to 30% above their base funding and Tier 1 funding combined. The state does not equalize Tier 
2 funding.  

Mechanisms that improved school equity under KERA rely on adequate state funding 

The growing shift from state to local funding for public education described above has increased inequities 
between poor and wealthy school districts. These inequities now surpass those that existed in 1989 when the 
entire education funding system was declared unconstitutional in Rose v. Council for Better Education.35  

In response to the Rose decision, the General Assembly passed KERA and enacted major tax increases that 
raised over a billion dollars for public education. These revenue increases were key to ensuring the state had 
sufficient resources to establish and support the SEEK formula and ensure important strides toward equitable 
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