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Fiscal Solvency Plan
Update

March 5, 2026
Agenda Item No. 12.2

Presented by: 
Interim Superintendent & Cabinet 
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Agenda
● Establish Current Fiscal Reality 

● Share Important Definitions & Fiscal Crisis Information

● Present 2025-26 and 2026-27 Fiscal Solvency Strategies 

● Seek Board Direction for Next Steps 
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This is why we are here
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Current Fiscal Reality
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Structural Context
● 2018 FCMAT: structural deficit spending
● 2025 FCMAT: ongoing imbalance persists
● Enrollment decline
● Special Education contribution growth
● Compensation growth exceeding ongoing revenue

Structural Deficit = 
Ongoing Expenditures > Ongoing Revenue
When this condition persists, reserves decline and cash becomes stressed.
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Timeline of Structural Context

● 2018: Structural imbalance identified

● 2019–2023: One-time federal funds temporarily 
stabilized operations

● 2024–2025: Enrollment decline + spending and 
compensation growth widen gap

● 2026: Reconciliation reveals magnitude
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Status of Negotiations
Unit Status 

SCTA Certificated, non 
management 

In Contract July 1, 2025 - June 30, 2027 

SEIU - Classified, non 
management 

Currently Negotiating Contract for 
July 1, 2025 - June 30, 2027

Teamsters - Classified Currently Negotiating
Current Contract Ends June 30, 2026

Teamsters Classified 
Supervisors

Currently Negotiating
Current Contract Ends June 30, 2026

UPE - Certificated 
Administrators 

Scheduled to Begin April/May 2026
Current Contract Ends June 30, 2026
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Important Definitions 
and

 Fiscal Crisis Information
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Financial Report Certification Definitions
POSITIVE CERTIFICATION
As President of the Governing Board of this school district, I certify that based upon 
current projections this district will meet its financial obligations for the current 
fiscal year and subsequent two fiscal years.

QUALIFIED CERTIFICATION
As President of the Governing Board of this school district, I certify that based upon 
current projections this district may not meet its financial obligations for the 
current fiscal year or two subsequent fiscal years.

NEGATIVE CERTIFICATION
As President of the Governing Board of this school district, I certify that based upon 
current projections this district will be unable to meet its financial obligations for 
the remainder of the current fiscal year or for the subsequent fiscal year.
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Insolvency Definitions 
EDC § 41325 - 41329.5 (Emergency Apportionments): These sections deal 
with situations where a school district becomes insolvent and requires an 
emergency state loan (apportionment) to remain operational.

EDC § 41326 (Conditions for Loans): Details the conditions under which a 
district in financial distress or insolvency may receive, manage, and repay 
emergency loans.

EDC § 42131 - 42133 (Fiscal Management): Requires school districts to report 
their financial status (positive, qualified, or negative) to the county 
superintendent, providing an early warning system for insolvency.
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Citation - FCMAT Fiscal Oversight - Staying out of Trouble Presentation

https://www.fcmat.org/PublicationsReports/Fiscal-Oversight-Staying-Out-of-Trouble-generic-July-2022.pdf


12



13



14



15

2025-26 Fiscal Solvency Updates
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June 30, 2026 Cash Flow Projections

Actuals 
as of 

October 31,2026 January 31, 2026 February 28, 2026 Second Interim 
March 19, 2026

-$1,000,000 +$3,000,000 +$13,000,000

* Source: 2025-26 Cash Flow Projection with Actuals through January 31, 2026 
** The Cash Flow projection is being monitored and reconciled monthly and will 
include both fiscal years. All projections are based on the First Interim Budget 
and current revenue and spending trends. 

Current Cash Deficit Projected in September 2026**
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2025-26 Fiscal Solvency Plan Updates
UNRESTRICTED 

COST AVOIDANCE/SAVINGS 

Prior Identified Savings/Cost Avoidance $43.8M 

Learning Recovery Emergency Block 
Grant 

$2.65M 

Additional 9000 Restricted Resources $1.2M 

Utilities Adjustment $8M 

Contract Freezes $689K 

Vacancy Savings $7M

Total Savings +$63.34M

UNRESTRICTED 
TOTAL DEFICIT 

As of February 5 -$113M 

March 5 Adjustments 
$18M SPED 
$3M Negotiations 

-$21M 

As of March 5 -$134M 

Difference = -$70.66M
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2025-26 Additional Options 

Action Anticipated 
Value 

Engage in OPEB Discussions*
(one-time savings) $20M

MediCal Reimbursement* 
(one-time savings) $14.5M 

*Option requires discussions with labor/designated bodies of decision makers.

If realized, these items may reduce the 25-26 deficit to 
-$36.16M
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Board Decision Point
Budget Certification 

QUALIFIED CERTIFICATION
As President of the Governing Board of this school district, I certify that based upon 
current projections this district may not meet its financial obligations for the 
current fiscal year or two subsequent fiscal years.

With an ending deficit of -$36.16M* and a plan for 
2026-27, the District can meet the definition of a 
“qualified certification.” 

*Requires discussions with labor/designated bodies of decision makers.
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2026-27 Fiscal Solvency Strategies  
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2026-27 Fiscal Solvency Plan Updates
UNRESTRICTED KNOWN

COST AVOIDANCE/SAVINGS 

Prior Identified Savings/Cost 
Avoidance $4.9M 

8 Work Day Calendar Revisions 
(all affected calendars) $5.4M 

Projected Savings from 20% 
Department Budget Reductions $24.6M 

Total Savings $34.9M

UNRESTRICTED 
TOTAL DEFICIT 

As of February 19 
(w/o 25/26 reductions) -$294.M

As of March 5 
Preliminary Second 
Interim

-$268.1M

Difference = -$233.2M

https://docs.google.com/spreadsheets/d/1QV6Eb1IZghD2OcBuXV6rc0Hktsi_iWlgE9gfYG_2OC8/edit?gid=825570360#gid=825570360&range=H7
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Additional Preliminary Notices

Action 
Anticipated 
Unrestricted 

Value 

Issue Additional Preliminary Notices
To ALL Central Office Department Staff 
● All units/positions not required by current CBAs
● Not all savings will be realized due to Central 

Office restructure 
● Proposed for Action Agenda Item 10.3 & 10.4

$42.9M*

*Unrestricted General Fund Positions



24

Board Decision Point
Additional Preliminary Notices

Action 
Anticipated 
Unrestricted 

Value 

Issue Additional Preliminary Notices
To Site Staff Funded through LCFF
● All units/positions not required by current CBAs
● Proposed for Action Agenda Item 10.3 & 10.4

TBD
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2026-27 Additional Strategies
Without Labor Negotiations

Initiate now for 2026-27 actualization
● Develop Department Consolidation and Restructuring Plan 
● Maximize General Education Interventions to Reduce Special 

Education Services 
● Analyze Processes and Contracts for Efficiency and Elimination
● Additional Department Contributions 

Initiate in 2026-27 for future year actualization
● Develop School Closure and Consolidation Plan for 2027-28
● Develop Facilities Optimization Plan for 2027-28 
● Define Scope of Allowable, Research-Based Strategies for Utilizing 

Title I and LCFF Funding at Sites



26

Collective Bargaining Context
● The District will honor all existing collective bargaining 

agreements.

● Certain cost containment measures require mutual 
agreement.

● Public agencies may engage labor partners in 
discussions when fiscal conditions materially change.

● Any negotiated agreement returns to the Board for 
approval.
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Action 
Unrestricted 

Estimated Value 
Furlough Days 2026-27 (all labor units) $2.1M/day
Temporary 2% Salary/Wage Cut (all labor units) $7M
Options for Reducing Healthcare Costs without reducing level 
of service (all labor units) TBD

Reduce Reading Intervention Teachers, 1.0 @ each elem/K-8 $5.3M

Flexibility in Class Size Reduction in Grades 4-6 and 7-12 $11M

Engage in OPEB Discussions (one-time savings) $20M 

MediCal Reimbursement (one-time savings) $2M

Board Decision Point
2026-27 Options for Fiscal Solvency

With Labor Negotiations & Agreement 
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Questions and Suggestions Received 
from SCUSD Staff & Community 

These are the most frequently asked questions and suggestions 
offered. Please see full list in Exhibits. 

● Implement Furlough Days and Wage Reductions 

● Consolidate Schools and Optimize Facilities

● Incentivize Early Retirement 

● Options for Reducing Healthcare Costs without reducing 
level of service (all labor units)

● Make Targeted Reductions in District Office Positions 
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Key Takeaways 
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2025-26 Key Takeaways
● The District is continuing to work through the Fiscal Solvency Plan 

and additional options to actualize cost savings/avoidance within 
the parameters provided 

● Projected Ending Fund Balance -$134M
○ Includes additional projected expenditures
○ Current Identified Cost Savings/Avoidance $63.3M
○ Remaining Deficit Gap -$70.0M, with OPEB and MediCal this 

may be reduced to $36.16M 

● Cash Flow projections continue to be updated monthly with June 
ending balance projected at $13M

● Cash Flow Deficit projected in September 2026
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2026-27 Key Takeaways
● Preliminary Deficit -$268.1M

○ Current Identified Cost Savings/Avoidance $34.9M 
○ Remaining Deficit Gap -$233.2M 

● The District has identified additional non-site positions for layoff 
and is presenting those in Items 10.3 and 10.4. Associated cost 
savings, which will not be fully realized due to Central Office 
restructure: 
○ Unrestricted - $42.0M
○ Restricted - $19.6M

● Necessary Restructure of Central Office 

● Engagement with Labor is necessary

●  
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Next Steps 
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Fiscal Stabilization Actions
1. Budget Development Process - determine administrative and 

department reductions 
2. March 15 - Issue preliminary layoff notices 
3. Develop department consolidation plan 
4. Engage in negotiations with labor partners to identify and 

implement district-wide cost savings measures 
5. Engage in additional fiscal solvency strategies to offset rescinding 

layoff notices for necessary staff 
6. Rebalance budget and analyze current reductions and additions
7. Initiate reassignments and hiring to fill necessary positions 
8. May 15 - Issue final layoff notices 
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Fiscal Solvency 
Engagement and 
Information Updates!
● NEW Interactive 

Dashboards Designed to 
provide Information, 
Reference, and Data on the 
District’s current and 
historical financial 
information. 

● Other Services & Operating 
Expenditures & Consultant 
Dashboard Release March 
6, 2026 

● Budget Dashboard 
projected release date: 
March 20, 2026
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Fiscal Solvency Engagement 
and Information Updates!
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Fiscal Solvency Engagement 
and Information Updates!
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Fiscal Solvency Engagement 
and Information Updates!
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Final Board Discussion & Direction
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Board Decision Points 

● Slide 20: 2025-26 Budget Certification

● Slide 24: Additional Non-Labor Action 

● Slide 27: 2026-27 Options for Fiscal Solvency 


