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U.S. and California Gross Domestic Product

Without additional context, U.S. gross domestic product (GDP) trends can be misleading

Source: Bureau of Economic Analysis
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S&P 500—AI Boom or Bubble? 
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Regardless, we’ll take it!
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2025-26 Big Three Taxes
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Enacted Budget

Actual

In billions

Personal Income Tax Corporation Tax Sales Tax

▪ Current fiscal year-to-date Big Three tax 

revenues are exceeding June budget 

estimates

▪ The Department of Finance’s (DOF) 

latest update through August shows 

revenues outpacing projections by over 

$1.1 billion

▪ The State Controller just released 

September cash receipts—while

year-to-date corporation and sales tax 

revenues are $167 million below 

estimates, personal income taxes beat 

budget estimates by nearly $4.0 billion
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Proposition 98 Minimum Guarantee at the 2025-26 Enacted Budget
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General Fund Local Property Taxes Settle Up ▪ According to the DOF, 

2024-25 revenues beat 

Enacted Budget projections 

by $2.7 billion

• Will we see a $1.9 billion 

settle up payment in 

January

• Plus, at least another

$1.0 billion

▪ We can expect upward 

adjustment to the current 

year minimum guarantee
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Proposition 98 Outlook—Implications for Local Budgets

▪ Forecasted General Fund and Proposition 98 growth stabilizes but remains slow

▪ Out-year state revenue estimates made prior to recent congressional action, which could change 

the forecast—it’s too soon to tell 
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1

1Suspended Level; 2Minimum guarantee computed based on historical share of General Fund revenues; 3Cost-of-living adjustments (COLAs), Enacted Budget assumptions 
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2023-24 Average Reserve Levels

By District Type 2022-23 2023-24

Unified 23.74% 24.36%

Elementary 25.55% 25.54%

High 22.94% 24.40%

By District Size 2023-24

Less than 1,000 ADA2 41.91%

1,001 to 5,000 ADA 25.36%

5,001 to 10,000 ADA 22.14%

Greater than 10,001 24.29%

Average Unrestricted General Fund, Plus Fund 17, Ending Balances1

1As a percentage of total General Fund expenditures, transfers, and other uses

2Average daily attendance (ADA)

▪ Based on 2024-25 estimated actuals, we are seeing a four percentage point reduction in ending 

fund balances from 2023-24 levels

▪ Based on 2025-26 budgeted estimates, over 800 local educational agencies (LEAs) are deficit 

spending, compared to 360 LEAs in 2023-24
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Diminishing Reserves

24.40% 22.32% 20.10%25.54% 21.22% 18.76%24.36% 19.90% 15.72%
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1Based on estimated actuals; 2Based on budget estimates
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Change in Teachers and Student Enrollment (2019-2024)
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School Age Population Forecast for San Bernardino County

Source: DOF
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San Bernardino 

County’s school-age 

population is expected 

to decrease by nearly 

200,000 students over 

the next 40 years
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Assessing Your Financial Position—Example

Fair Share 

Calculation

XYZ Unified School District

Step 1 Revenues

New Local Control Funding Formula (LCFF)

Base Grant Revenues

$3,144,122

Step 2 Unit’s Share of Revenues

New LCFF Base Grant Revenues $3,144,122

0

Unit’s Percentage 56.26%

Unit’s Share of Base Grant Revenues $1,768,883

Step 3 Net Step and Column Costs ($905,118)

Step 4 New Employee Benefit Cost 0

Step 5 Net Dollars Available for Compensation $863,766

Step 6 Cost of 1%

Unit’s Cost of 1% $603,412

(unrestricted plus encroaching programs)

Net Dollars Divided by Cost of 1% 1.43%

2026-27 COLA of 3.02%, flat enrollment of 10,000Source: DOF
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2026-27 COLA

• We currently have five of the eight data points that determine the LCFF COLA

• A sixth data point (Q3 2025) typically becomes available on October 30

2024 2025 2026

Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1

129.920 130.493 130.927 132.141 132.532 ? ? ?

Federal Implicit Price Deflator

If we apply the average quarter index change to the remaining three quarters,

COLA would be 2.42% . . . but it’s too early to tell!
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2026-27 COLA

• Uh oh!
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Risks to Proposition 98 and Local Budgets
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California Children’s Education & Health Care Protection Act of 2026

Initiative filed with the 

Attorney General’s office 

on August 29, 2025, 

would permanently 

extend the funding 

source originally created 

by Proposition 30

Proposition 30 

was previously 

extended 

through 2030 by 

Proposition 55 

in 2016

Targeted for the 

November 2026 

election

When petition is 

approved by the 

Secretary of State, 

proponents will 

have 180 days to 

collect 875,000 

valid signatures 

from registered 

California voters

© 2025 School Services of California Inc.
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The Communication Platform

▪ Classrooms are conducive to 

learning

▪ Access to school counselors, 

nurses, psychologists, and 

social workers

▪ Educators who know students 

by name

▪ Access to opportunities, no 

matter what you look like, where 

you are from, or how much 

money your parents have

▪ Schools that bring together 

academics, health and social 

services, youth and community 

development, and community 

engagement

Students Educators Communities

▪ A voice in shaping education 

policy

▪ Salaries that allow educators to 

afford to stay in the profession 

they love without having to 

work another job

▪ Opportunities to learn and lead

© 2025 School Services of California Inc.
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J-90

$50,000
versus

$6 million
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Federal Education Funding in Context

▪ Since the start of 2025, there has been a flurry of federal activity that impacts federal education 

programs and funding

▪ Understanding each action is important for contextualizing its impact on local programs

• President’s proposal 

maintains Title I and 

special education funding, 

many federal programs, 

including Title III, and 

creates block grants

• Congress continues to 

negotiate about how it will 

fund government after 

September—the end of 

federal fiscal year 2025

2026 BudgetExecutive Orders

• English as the national 

language

• Diversity, equity, and 

inclusion policies

• Higher education reform

• Closing the U.S. 

Department of Education

One Big Beautiful Bill

• H.R. 1 increased the 

Immigration, Customs, 

and Enforcement budget 

from $10 billion to over 

$100 billion by 2029

• Enactment of 

H.R. 1 that changes 

student financial aid, 

Medicaid, subsidized meal 

programs, and establishes 

a school voucher program

© 2025 School Services of California Inc.
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Immigration Enforcement and Academic Continuity

• H.R. 1’s boost in immigration enforcement and border control funding and a recent a U.S. Supreme Court 

decision allowing immigration enforcement officers to continue to conduct raids based on a person’s 

apparent race/ethnicity, speaking Spanish or English with an accent, presence in a particular location (car 

wash, local hardware stores), or type of work a person does will likely reignite fear in local communities 

with high immigrant populations

LEAs may consider leveraging INDEPENDENT STUDY PROGRAM options for students impacted by 

immigration enforcement activity to provide academic continuity and continue earning ADA and funding

Deportations

When a student leaves the state due 

to the involuntary removal of their 

parent or guardian, they may re-

establish their California residency 

for academic purposes

Fear and School Attendance

When a student and/or their 

parent/guardian fears attending school, 

LEAs may enroll a student in short- or 

long-term independent study 

The Legislature passed Assembly Bill 

(AB) 1348 (Bains) to provide LEAs 

protection against the impact of lower 

school attendance when student fears of 

a local immigration enforcement activity 

result in a material decrease in ADA

© 2025 School Services of California Inc.
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H.R. 1—Affected Education Programs 

▪ Changes to Medicaid and 

Supplemental Nutrition Assistance 

Program (SNAP) program eligibility 

can impact other education programs 

that use participation in them to 

determine eligibility or funding

• Unduplicated pupil counts, 

enrollment, or percentage are used 

in many state programs

• Medicaid and SNAP are also used 

to directly certify eligibility for 

other benefits and programs

• In California, over 2.6 million 

unduplicated pupils (or 55.5%) are 

counted using direct certification 

through Medi-Cal and SNAP

Unduplicated 

Pupils

Medicaid/

Medi-Cal

SNAP/

CalFresh

LCFF x

Expanded Learning Opportunities Program x

Career Technical Education Incentive Grant x

Community Schools Partnership Program x

School Facility Program x

Charter School Facilities Program x x

PreK, TK, Full-Day K Facilities Grant Program x x

A-G Completion Improvement Grant Program x

Dual Enrollment Opportunities x

School Nutrition/Meals x x

Golden State Pathways Program x

SB1 740 Charter School Facility Grant Program x x x

Individuals with Disabilities Education Act x x

Title I x x

Title IV (Part A) x x

Early Childhood Education Programs x x

School Based Medi-Cal Administrative Activities x

Non-exhaustive compiled list of education programs1Senate Bill

© 2025 School Services of California Inc.
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Local Budgets—Multiyear Forecast

Base Growth
$119

Base Growth
$258

Base Growth
$346

Base Growth
$404

S/C Growth
$24

S/C Growth
$52

S/C Growth
$70

S/C Growth
$82

Step & Column
$149

Step & Column
$151

Step & Column
$152

Step & Column
$154

Pension 
Rates
$13

Pension Rates
-$8

Pension 
Rates

$3

Pension 
Rates
$32

Inflation
$120

Inflation
$138

Inflation
$124

Inflation
$119

Special 
Education 

Contribution?

Special 
Education 

Contribution?

Special 
Education 

Contribution?

Special 
Education 

Contribution?

Insurance Liability?
Insurance Liability? Insurance Liability?

Insurance Liability?

-$100

$0

$100

$200

$300

$400

$500

$600

$700

LCFF Growth
Revenues

Expenditures LCFF Growth
Revenues

Expenditures LCFF Growth
Revenues

Expenditures LCFF Growth
Revenues

Expenditures

1.07% COLA 2.30% COLA 3.02% COLA 3.42% COLA

2024-25 2025-26 2026-27 2027-28
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SB 848 (Pérez, D-Pasadena)—Child Abuse Prevention

By July 1, 2026, comprehensive school safety plans are required to include procedures to address the 

supervision and protection of children from child abuse or neglect or sex offenses

New Requirements for Prospective Classified Employee

Employers are required to review the data system and 

report specified information to the data system

Prospective employer shall 

inquire with each prior employer 

as to any credible complaint, 

investigation, or discipline for 

egregious misconduct relating

to the applicant

Prior employer who has 

made a report about an 

applicant’s egregious 

misconduct shall disclose 

upon inquiry and provide a 

copy of relevant information

If funded, the Commission on Teacher Credentialing 

shall develop a statewide data system related to 

classified employees reported for egregious misconduct

1Includes temporary employees

SB 848 expands the requirements of AB 2534 (Flora, Statutes of 2024) to include classified employees

Applicant1 must provide prospective employer with a complete list of each district, county office of education, charter school, 

state special school, or private school with which they have been employed

© 2025 School Services of California Inc.
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Risks to Proposition 98 and Local Budgets 

Proposition 98

56◦
Foggy

Foggy conditions will continue for the 
rest of the multiyear projection period.

Now 26-27 27-28 28-29

PRECIPITATION

Moderate chance of rain.

Risks to the larger economy and State Budget continue to pose 

risks to Proposition 98 and education resources

State structural 

deficits

Federal funding 

changes and 

California programs

Wall Street’s 

reaction to fiscal, 

monetary, and trade 

policies

Increasing costs, 

smaller COLAs,

and declining 

enrollment

Efforts to extend 

Proposition 30/55 

taxes
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Thank you!
John D. Gray

johng@sscal.com

Patti F. Herrera, EdD

pattih@sscal.com
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