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Background

● School Districts are required to submit a First Interim Budget 
to their County Office of Education (COE) by mid-December 
every year.

● First Interim Budget is assigned either a Positive, Qualified, or 
Negative Certification by the COE
● Positive: the district will meet its financial obligations (positive 

balance with 3% State required minimum reserve) for the current 
fiscal year and subsequent two fiscal years

● Qualified: the district may not meet its financial obligation for the 
current fiscal year or two subsequent fiscal year

● Negative: The district will be unable to meet its financial obligations 
in all three years
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MPESD First Interim Report Status

● The First Interim Report has a deficit in spending for the subsequent 
years.

● Santa Clara County will approve the First Interim Report as positive, 
with the condition that the District has a Financial Stabilization Plan 
approved by the Board.  

● MPESD Board has authorized the District to form a Budget Advisor 
Committee to formulate a budget-balancing plan for 2024-25 and 
2025-26.

● The First of the four Budget Advisory Committee Meetings was held 
on 12/10/24.

● The Superintendent will bring the final recommendation to the Board 
for approval.
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District 
Budget 
Update

First Interim compared to 
Adopted Budget

 First Interim itemized for 
the actual expenditures 
that increased the Total 
Expenses and decrease 
the Ending Balance.

 Due to the reporting set 
up, the Adopted Budget 
accounted some of 
those expenses as a 
lump sum.

MPESD 2024-25 First Interim Report 6



Revenues

The Three Key Factors Behind Revenue Reductions

• Ongoing decline in enrollment: MPESD has been experiencing declining 
enrollment over the past decade. As a result, the unrestricted general fund 
revenues that are dependent on student attendance are annually getting 
smaller.

• LCFF funded COLA decreased significantly: The Cost-of-Living-Adjustment 
(COLA) which funds the Local Control Funding Formula (LCFF) significantly 
decreased from 8.22% in 2023-24 to 1.07% in the 2024-25 fiscal year.

• One-time funds fully spent: All the one-time restricted funds will be fully 
spent by 2025.
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First Key Factor:  
Ongoing Decline in Enrollment

▪ The month-1 Attendance report has been used to estimated for the ADA in 2024-25.
▪ The Enrollment count was based on the CALPADS report which has not yet certified.

▪ Over the past six years, the district has lost a total of 802 students (35.76%)

The Three Key Factors Behind Revenue Reductions
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Historical Data for Average Daily Attendance (ADA) and Enrollment
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▪ Prior to the pandemic, the Cost-of-Living-Adjustment (COLA) was around a 3% to 4%.

▪ In 2020-21, the Local Control Funding Formula (LCFF) received zero percent of the COLA 

▪ Starting in fiscal year 2021-22 the COLA increased to 5.07% and during the next two years, it 
significantly increased to 13.26%, and then 8.22%, respectively.

▪ After these three large increases, the COLA dropped to 1.07% in 2024-25. This abrupt 
reduction does not allow MPESD enough time to adjust the spending trend. 

▪ 2025-26 COLA reduced by 0.47% from 2.93% at budget adoption

Second Key Factor: 
LCFF Funded COLA Decreased Significantly

The Three Key Factors Behind Revenue Reductions
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Second Key Factor: 
LCFF Funded COLA Decreased Significantly (Continue)

The State Cost-of-Living-Adjustment (COLA) for 2024-25 is 1.07%.  However, 
due to the impact of the decline in enrollment and reduction of COLA, the 
District's local COLA is a negative 3.95% or $916,061. 

The Three Key Factors Behind Revenue Reductions
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Third Key Factor: 
One-Time Funds Will be Fully Spent by 2025

The Three Key Factors Behind Revenue Reductions
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Third Key Factor: 
One-time Funds Fully Spent By 2025 (Continued)

▪ Since the pandemic, (2019-20), the federal and state governments provided districts with 
restricted one-time funds.

▪ MPESD utilized these funds to overcome the COVID challenges and support the district’s 
financial crisis, such as: 

o Coordinate preparedness and response efforts related to COVID-19
o Support students distance learning
o Purchase personal protective supplies and equipment
o Access to school meals
o Professional development
o Upgrade technology, and provide technology equipment
o Integration of pupil support to close the students’ learning gap
o Provide in-person instruction
o Upgrade to school sites to address health and safety concerns
o Provide social-emotional services & mental health support, and many more.

▪ Maintained compliance monitoring to ensure all funds are used in accordance with 
allowable usages and timelines. This approach has not only prevented the need to return 
any funds to the state but also maximized the use of resources to support our students 
and staff.

The Three Key Factors Behind Revenue Reductions



MPESD 2024-25 First Interim Report
13

General Funds Revenues and Expenditures Since 2018-19
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Multi-Years 
Projections (before)
Unrestricted General Fund  
Deficit

If no action is taken to 
balance the district’s 
budget, the unrestricted 
funds will have a deficit 
of one million in 2024-
25 and three million in 
2025-26.
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Multi-Years 
Projections (before)
Restricted General Fund  
Deficit

If no action is taken to 
balance the district’s 
budget, the restricted 
funds will have a deficit 
from $2 million to 
$4.5M million in 2025-
26.
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The Impacts

The Unrestricted Fund Deficits
• The unrestricted 2024-25 General Fund reflects a deficit spending of 

$3 million. The beginning balance will offset two million. Internal 
measures will need to be taken to address the remaining one million 
deficit

• In 2025-26, there is an estimated additional $3 million in deficit with 
no expected positive carryover from the previous year.

• The total reduction in the unrestricted funds expenditures for both 
years is about $4 million. 

The Restricted Funds Deficits 
• The restricted 2024-25 General Fund reflects a deficit spending of 

$3.9 million, which will be offset by the beginning balance of $8.5 and 
leave an ending balance of 4.6 million carryover to next year.

• In 2025-26, there is an estimated $4.5 million in deficit, of which $2 
million of the one-time fund expenditures must be eliminated. The 
remaining $2.5 million will be balanced with the carryover or reduced 
according to the availability of each program.
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Revenue Decreased Summary
• The three key factors that have caused a significant revenue drop while expenditures have 

continued to rise:

 1) Ongoing decline enrollment

 2) Abrupt COLA reduction

 3) Ending of One-time funds

• The availability of Categorical funds, that rely on ADA and COLA, are also impacted.

• A budget reduction plan needs to be formulated in order to lower the projected $1M 
deficit in 2024-25, and $5M deficit in 2025-26.

• Balancing $2.5M deficit in the ongoing restricted fund with the carryforward balance, to 
avoid deficit in 2026-27

Summary

Deficit Total Summary
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Expenditures

• Compensation and benefits are nearly 80% of the District’s total costs.
• Budgeted annual Step and Column salary increases are automatic 
• The rates of the State Teachers Retirement System (CalSTRS) and 

the California Public Employees Retirement System (CalPERS) 
continue to adjust.

• Other major expenditures that continue to increase: 
o An estimated contribution of over $5.1 million from the General Fund to 

Special Education Program.
o Statutory Leaves - Substitute costs
o Transportation cost
o Legal expenses
o Utilities and contracted costs



Salary and Benefits Expenditures
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*Notes: The 4% salary increase in 2020-21 was a one-time off-salary-
schedule and was not included in the total increase.

The majority of the Management & Confidential groups received a 
4% increase in 2022-23 and a 5% in 2023-24.

The estimated cost of 3.64% step and column increase for 2025-
26 is approximately $643,059



Other Major Expenditures
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STRS & PERS - RATE

STRS & PERS - Costs

General Fund Contribution to Special Education



Multi-Years Projections  
Unrestricted Fund 
(after)
Fairshare Balancing 
Demonstration

• The Budget Advisory 
Committee’s task is 
to provide 
recommendation to 
balance the budget.

• This (unrestricted) 
and the next 
(restricted) slides 
demonstrated the 
examples of a 
positive Multi-Years 
Projections using the 
Fairshare Balancing.
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Multi-Years 
Projections 
Restricted Fund 
(after)
Fairshare Balancing 
Demonstration

• This slide 
demonstrated an 
example of a 
positive Multi-
Years Projections 
in the Restricted 
Funds using the 
Fairshare 
Balancing.
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Muti-Years Projection 
Assumptions

• The previous two slides demonstrated the budget-balancing using the 
Fairshare reduction method applied to each category.

• The district estimated a 4% decline in enrollment for the next two 
subsequent years.

• The district borrowed $1.3 million from fund 17 to maintain the 3%  Reserve.
• The district also borrowed one additional million to balance the budget in 

2024-25, buying time for the budget-balancing process. 
• Fairshare reduction is just an estimated demonstration.
• Our common goal is to provide quality education for our students.  The 

Budget Advisory Team’s collaboration is crucial to ensure that our students’ 
needs are kept at the forefront while creating a balanced budget.

• This First Interim Projection is a snapshot in time. It is the best estimate 
based on the available information when the report is prepared.
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Next Steps
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18 Dec. 2024

The administration 
present the Board 
with the 2024‐25 
First Interim Report

15 Jan. 2024

The administration 
will present the 
Board with the 
2023-24 Audit 
Report

Jan. 2025

Governor’s 
Proposals for the 
2025-26 State 
Budget

12 Mar. 2025

Administration will 
present the Board 
with 2024-25 
Second Interim 
Reports
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