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Fiscal Oversight Guide

* The Assembly Bill (AB)1200 (Chapter
1213/1991) process encompasses
many statutory provisions enacted over
the past 33 years. OVER )

* The overarching provisions and steps of
LEA fiscal oversight are covered in the
FCMAT Fiscal Oversight Guide.

* This guide is available online at:

https://www.fcmat.org/publicationsrep
orts/fiscal%20oversight%20quide%?2
0may%202024.pdf
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Historical Qualified & Negative Certifications
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Source: 2009-10 — 2024-25 first and second interim reports.
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Budget Adoption Status

* Initial reports from September 15 conditional budget approvals:

Azusa USD Hayward USD Pleasanton USD
Bellevue Union SD Newark USD Rincon Valley Union ESD
East Side Union HSD Oakland USD San Jose USD
Evergreen ESD Oxnard Union HSD San Lorenzo USD
Franklin-McKinley ESD Pasadena USD Semitropic ESD
Hacienda La Puente USD  Pittsburg USD West Contra Costa USD

Source: District and county office 2025-26 adopted budgets, county superintendent and California Department of Education reporting.
Note: Data as of September 29, 2025; excludes conditional approvals based on LCAP deficiencies only (16 LEAs).
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Budget Adoption Status (Cont.)

* Initial reports from September 15 budget actions:

Plumas USD Lack of going concern

Sacramento City USD Lack of going concern

San Francisco USD Approved; negative certification

Santa Rosa City ESD Lack of going concern

Santa Rosa City HSD Lack of going concern

Siskiyou Union HSD Budget disapproval

Weed Union ESD Budget disapproval, lack of going concern

Source: District and county office 2025-26 adopted budgets, county superintendent and California Department of Education reporting.
Note: Data as of September 29, 2025.
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Statewide Trends Impacting

LEA Fiscal Stability and Solvency

Indicators of Risk or Potential Insolvency

Indicators of Risk or Potential Insolvency
For

 FCMAT’s long-standing Indicators of
Risk or Potential Insolvency align well
with the current statewide trends
impacting LEA fiscal stability and
solvency.

» Solvency issues can surface and
mature to dangerous levels very rapidly.
Close attention to the Indicators and
local data is essential.

* The Indicators are available online at:

https://www.fcmat.org/indicators-risk
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Declining Enrollment

» Offset in the short term by universal transitional kindergarten
implementation and improvement in average daily attendance (ADA) yield
from pandemic.

* This is the number one fiscal challenge for those districts experiencing
downward enrollment trends.

» The primary reason for the enroliment trend is lower birth rates driven by
several economic and noneconomic factors.

» Monitor individual and regional population, mobility and enrollment trends
closely.

See: FCMAT Indicators of Risk or Potential Insolvency #10.
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California Population Growth by Decade
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California Population by Age Range
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California’s Total Fertility Rate (TFR)

3.0 Projected TFR by Decade

TFR of 2.10 is considered necessary to avoid population decline.

2010 2015 2020 2021 2022 2023 2024 2030 2040 2050

Total Fertility Rate

Source: Adapted from California DOF.
Note: TFR is the average number of children a woman has over her reproductive lifetime.
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Ongoing Decline in TK—12 Enrollment Since 2004

~ 76322 Pandemic
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Sources: California Department of Education (CDE), California DOF, and National Center for Education Statistics (NCES).
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Projected TK-12 Enrollment Growth:
2023-24 — 2033-34 (Selected Counties)
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Impacts of Declining Enrollment
Extend Beyond the Classroom

» Enroliment drives expenditures while ADA is the basis for revenue.

» Classroom reductions alone are insufficient. The financial impact extends
beyond direct instructional costs.

» Assuming 24:1 staffing ratio:

Loss of 120 students = 113 ADA 5 teachers @ $112,598 per teacher = $562,990
Revenue per ADA = $13,560 Miscellaneous costs @ $500 per student = $60,000

Total Lost revenue: $1,532,280 + Total savings: $622,990

Resulting Deficit
$909,290 — approximately 59% of the lost revenue remains unaddressed.

Additional reductions to programs, operations, & nonclassroom staff are necessary to balance
the budget.

Source: Adapted from School Services of California, Inc. FCMAT calculations.
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LCFF Revenue Impact Example
LCFF Rates | Assumptions |

Grade Span/  Prior New Enroliment 10,000
Component  Year Year  Change Enroliment Change (-2%) -200
TK-3 $10,025  $10,256  $231  ApA Decline (92% yield) 184
4-6 $10,177  $10,411 $234 Unduplicated Pupil Percentage (no change)  63.00%
7-8 $10,478  $10,719 $241 COLA 2.30%
9-12 $12,144  $12,424 $280
TK3GSA  $1,043  $1067 24 TR
9-12 GSA $315 $322 $7 Prior Year LCFF Revenue $119,888,596
TK Add-on $3,077 $3,148 $71 New Year LCFF Revenue $120,173,990
Difference $285,394
RoterToe acomym oA s o grads pan adusment Net Increase (Effective %) 0.24%
FCMAT 17

Short-Term State Budget Challenges

* Be prudent when making forecasts, commitments and expenditure plans.

» Economic uncertainties are ever present — tariffs and other federal
economic policies, international unrest, environmental considerations
including fires and other disasters.

 State budget challenges are greatest in 2026-27 through 2028-29, driven
by sluggish revenue and increasing cost of services.

« Outyear deficits higher than originally estimated — range of $17B to $24B
— growing in part due to borrowing in 2025-26.

» Thoughtful multiyear projections (MYPs) are an essential decision-making
and communication tool. Prepare MYPs for different scenarios.

See: FCMAT Indicators of Risk or Potential Insolvency #s 2, 3, and 4.
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Proposition 98 Outlook

* In 2025-26, Proposition 98 relies on deferrals and reserves, requiring future
revenue growth to cover both current year one-time solutions and new year
burdens such as cost-of-living adjustments (COLAs).

* Low to more normal COLAs moving forward.

* Fixed costs grow 4.5% to 5.0% annually; COLAs below this level result in
local budget difficulties.

* Projected outyear COLAs trending down: 1.27% to 2.53% (Sept. 2025).

 Deferrals are here to stay for the foreseeable future. Deferral amounts and
timing will increase over the next couple of years before being eliminated. Plan
cash flow scenarios with deferrals to begin in April or May of the out-years.

» Cash flow analysis and projections are a key management responsibility.

See: FCMAT Indicators of Risk or Potential Insolvency #s 2, 3 and 4.
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Federal Policy and Funding Changes

» Challenges are known and threatened but both create uncertainty and risk.
» Changes include education funding and eligibility for safety net programs.

* Changes have been, and will be, made through executive orders, 2026
(and beyond) budget proposal, One Big Beautiful Bill and review of current
year commitments.

» The Washington-California relationship is very antagonistic; expect
differential impacts.

« If midyear funding threats persist, consider reserve levels to meet
employment obligations.

* Quantify and communicate the district’s local exposure to federal funding.

See: FCMAT Indicators of Risk or Potential Insolvency #s 7, 12 and 13.
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Cost Side Pressures

* Inflation.
* Increased cost of special education services exceeds normal trends.
* Employee health and benefit costs are increasing 8 to 13% on average.
« Significant increases in utilities and insurance costs over a decade.
« Utilities up close to 200%.
» Some forms of liability insurance up 700%.
+ Cost of fire coverage will be significantly affected in the coming years.

See: FCMAT Indicators of Risk or Potential Insolvency #s 2, 3, 6 and 9.
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The Positives

* Reserves are higher than in the Great Recession (23-25% vs. 8%).

» Cash reserves are strong but deteriorating due to deficit spending and
deferrals.

See: FCMAT Indicators of Risk or Potential Insolvency #12.
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School District Average Reserve Levels
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Source: Unaudited actuals from 2007-08 and 2019-20 — 2023-24.
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Statewide Staffing Trends are

Inconsistent With Enrollment Trends
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Statewide Teacher Salaries and FTEs
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Enrollment vs. Employment Percentage Change
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Other Hot Topics
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Childhood Sexual Assault

» Senate Bill (SB) 577 (Laird): Withdrawn from Assembly floor prior to vote.
Addressed some limited tort reforms and a couple FCMAT
recommendations regarding public finance.

» SB 848 (Perez): Signed by governor. Has multiple implications for human
resources and facilities departments; important given AB 452 implications
going forward.

» See FCMAT’s January 2025 report:
https://www.fcmat.org/PublicationsReports/child-sexual-assault-fiscal-
implications-report.pdf.
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Charter School Accountability, LEA Audit

Reform

* Assembly Bill (AB) 84 (Muratsuchi): Withdrawn from Senate floor prior to
vote.

» SB 414 (Ashby): Passed to governor.

» See LAO/FCMAT February 2024 report:
https://www.fcmat.org/PublicationsReports/review-of-funding-
determination-for-nonclassroom-based-charter-schools.pdf.

» See SCO Multiagency Charter School Audit Taskforce September 2024
report: https://www.sco.ca.gov/Files-EO/charter-school-audits-task-force-
final-report.pdf.
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Other Statutory Changes

» 2025-26 Education Omnibus Budget Trailer Bill (AB 121): Chaptered.

* Penalties for failure to adopt a Local Control and Accountability Plan,
and failure to timely submit required reports: Sections 1, 4, 25, 26

« State or county superintendent oversight: Sections 3, 4, 24

* New object code for AB 218 / Childhood Sexual Assault payments:
Section 16

* Audit extension limitations: Section 17
» Plumas USD receivership: Section 98
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Resources

* Fiscal Oversight Guide:
https://www.fcmat.org/publicationsreports/fiscal%20oversight%20quide%?2
0may%202024.pdf

* Indicators of Risk or Potential Insolvency: https://www.fcmat.org/indicators-
risk
* Fiscal Health Risk Analysis: https://www.fcmat.org/fiscal-health

* Declining enroliment: https://www.fcmat.org/publicationsreports/declining-
enroliment-csba-delegate-assembly-05-17-25.pdf.

» SB 848:
https://leqginfo.leqgislature.ca.gov/faces/billNavClient.xhtm|?bill id=2025202
60SB848
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Thank You!




