Board of Education, School District No. 64 (Gulf Islands)
gg I|:| lz)lghAN DS FINANCE, AUDIT & FACILITIES COMMITTEE MEETING

Teams Meeting

DISTRICT 64 2026 04 22 at 10:30 a.m.

AGENDA
Wednesday, April 22, 2026 at 10:30 AM
Finance, Audit, and Facilities — SD 64 (Gulf Islands)

Finance, Audit & Facilities Committee: Tisha Boulter (Chair), Deborah Luporini, Nancy Macdonald, Chaya
Katrensky (Board Chair, ex-officio)

Called to order:
1. Adoption of Agenda

2. Approval of 2025 02 12 FAF Meeting Summary and 2025 06 25 Pre-Audit Meeting Summary
(attachments)

3. New Business / Business Arising

a) 2026/2027 Annual Budget

b) Capital and District Land Update (attachment)

¢) BCASBO Financial Information Report 2026 (attachment)
4. Other Business
5. Next Meeting: May 27, 2026 | Teams

6. Adjournment

SD64 Finance, Audit and Facilities (FAF) Committee Meeting Agenda



Board of Education, School District No. 64 (Gulf Islands)
GULF ISLANDS FINANCE, AUDIT, AND FACILITIES COMMITTEE MEETING
SCHOOL Teams Meeting

DISTRICT 64 202502 12

Summary
Finance, Audit, and Facilities Committee — SD 64 (Gulf Islands)

In attendance

Committee: Rob Pingle (committee chair), Jeannine Georgeson, Greg Lucas, Chaya Katrensky (board chair, ex-
officio)

Trustees: Deborah Luporini, Chaya Katrensky, Nancy Macdonald

Staff: Jill Jensen (superintendent of schools), Jesse Guy (secretary treasurer), Boe Beardsmore (associate
superintendent), Lyall Ruehlen (director of instruction), Lori Deacon (director of corporate services)

Partner Group Representatives: Angela Thomas (CUPE), Adrian Pendergast (GIVPA), lan Mitchell (GITA),
Katherine Hazen (DPAC)

Regrets:

The meeting was called to order at 9:32 a.m. by Committee Chair Rob Pingle. Chair Pingle acknowledged that this
meeting is held on the territories of the Hul’qumi’num and SENCOTEN speaking peoples — huy tseep q'u.

1. Adoption of Agenda
Adoption of agenda by consensus.

2. Approval of Summary
Adoption of the 2025 01 15 FAF summary by consensus.

3. New Business
a. Amended Budget Discussion
Jesse Guy shared an analysis operating revenue, expenses and special purpose funding and an
overview of approved short-term and one-time investments. She presented a comparison of budget
trends over the past 14 years, showing that the percentages of budget allocation for different
functions have remained relatively stable.

To reduce expenses in the amended budget, some proposed changes to approved short term
investments were made in the amended budget including reductions in EPIC numeracy support, fleet
purchasing and replacement, and tech renewal. The draft amended budget proposes a draw from
accumulated surplus of $753,844 (an approximate $151,156 deficit in current year regular
operational spending).

Jesse Guy highlighted the special purpose funding received from the Ministry, including classroom
enhancement funds, student and family affordability, and feeding futures, and noted the importance
of these funds in supporting schools and students.

SD64 Finance, Audit, and Facilities Committee Meeting Summary
February 12, 2025
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Board of Education, School District No. 64 (Gulf Islands)
GULF ISLANDS FINANCE, AUDIT, AND FACILITIES COMMITTEE MEETING
SCHOOL Teams Meeting

DISTRICT 64 202502 12

Jesse Guy shared the draft 2024/2025 Amended Annual Budget for the committee’s consideration.
The draft budget will be presented at the February 26 Board meeting for 3 readings.

4. Other Business
5. Next Meeting: Not yet scheduled.

6. Adjournment: 10:59 a.m.

SD64 Finance, Audit, and Facilities Committee Meeting Summary
February 12, 2025
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Board of Education, School District No. 64 (Gulf Islands)
gg I|:| lz)lghAN DS FINANCE, AUDIT, AND FACILITIES COMMITTEE MEETING

Teams Meeting

DISTRICT 64 2025 06 25

Summary
Finance, Audit, and Facilities Committee — SD 64 (Gulf Islands)

Pre-Audit Meeting 2024/2025

In attendance:

Committee: Rob Pingle (Committee Chair), Greg Lucas, Jeannine Georgeson
Trustees: Chaya Katrensky (Chair), Deborah Luporini (Vice Chair)

Staff: Jesse Guy (Secretary Treasurer), Shauna Klem (Executive Assistant)
KPMG Auditor: Lenora Lee (Audit Partner), Sarah Burden (Senior Manager)

The meeting was called to order at 9:00 a.m. by Committee Chair Pingle.

1. 2024/2025 Audit Plan Report
The FAF Committee received the Audit Planning Report for the year ending June 30, 2025.

Lenora Lee and Sarah Burden presented the audit plan for the current year, outlining the scope of the audit,
key focus areas, and the projected timeline. It was noted that there are no new accounting standards being
introduced this year, making this a status quo audit. KPMG invited questions from the Trustees following
the presentation.

9:15 a.m. Jesse Guy excused herself from the meeting to provide trustees an opportunity to ask questions
without senior staff present.

9:20 a.m. Jesse Guy returned to the meeting.
2. Next Meeting: January 28, 2026

3. Adjournment: 9:21 a.m.

SD64 Finance, Audit, and Facilities Committee Meeting Summary
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SD 64 (Gulf Islands) Year
Ended June 30, 2025
Land/Site Listing

Site Name

School Board Office

Plant Services

Fernwood Elementary

Fulford Community Elementary
Galiano Community School

Gulf Islands Secondary School
Mayne Elementary/Jr. Secondary
Pender Islands Elementary
Phoenix Elementary

Saltspring Island Middle School
Salt Spring Elementary

Saturna Elementary School

Duck Creek Park (managed by CRD)
Isabella Point Historical School Site Lot

Site Location

112 Rainbow Road, Salt Spring Island

160 Rainbow Road, Salt Spring Island

150 Fernwood Road, Salt Spring Island

203 South Ridge Drive, Salt Spring Island

1290 Sturdies Bay Road, Galiano Island

232 Rainbow Road, Salt Spring Island

535 Fernhill Rd, Mayne Island

5714 Canal Rd. Pender Island

163 Drake Rd, Salt Spring Island

120 Rainbow Rd, Salt Spring Island

122 Rainbow Rd., Salt Spring Island

121 Sunset Boulevard, Saturna Island

PID 011 621 290 Lot A section 9 and 10, R2 West Plan # 46963
PID 004 343 131 Lot A Plan VIP 14152 Section 42 Cowichan Land District
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Executive Summary

BC school districts are facing growing financial pressures because the

cost of delivering K-12 programs is rising faster than provincial funding.
This report highlights the drivers of financial pressure, the implications
for programs, and the need for proactive planning and communication.

The key financial challenges faced by school districts include:

« Unfunded Inflationary Costs: Funding rate adjustments do
not cover all inflationary pressures, including rising costs
for employee benefits, technology, facility maintenance,
equipment, and services and supplies.

+ Budget Rigidity: School districts have limited flexibility in
their budgets to absorb unfunded inflationary costs without
making budget reductions that negatively impact programs.

«  Enrolment Trends: Historically, enrolment growth has
helped offset inflationary pressures, but provincial
enrolment is stabilizing and expected to decline, reducing
this buffer.

- Targeted Funding Limitations: While targeted funding has
grown significantly in recent years, it cannot be used to
address core program cost pressures.

The implications of this growing financial pressure in school districts
include:

Most districts had to implement program spending reductions in
2025/26 due to unfunded inflationary pressures and expect further
reductions will be necessary in the future.

- Legislative and collective agreement obligations limit options for
reductions, often forcing Boards to reduce in priority areas that are
responsive to local student needs.

« Budget reductions are impacting classroom and student supports.
These include reductions in teacher positions, educational
assistant positions, other student support positions, custodial
services, technology budgets, educational resources, and
professional development for staff.

«  Fiscal constraints are impeding the ability of districts to address
operational risks, such as addressing cybersecurity vulnerabilities
and deferred facility maintenance

School districts cannot presume that current programs will remain sustainable in the future. Proactive planning, robust community consultation, and
strategic use of contingency reserves are essential to managing and responding to financial risks. The intention of this report is to support School
District Business Officials in effectively communicating the complexities and realities of provincial funding, helping to focus budget planning and

consultation on the best solutions given the circumstances.

www.bcasbo.ca


http://www.bcasbo.ca/

Introduction & Purpose

In recent years, a growing number of school districts have reported
that the cost of delivering core K-12 programs is rising faster than
provincial funding. As a result, many districts report they are unable
to sustain existing programs and must plan for program reductions to
balance future budgets. BC school district budgeting and funding is
complex, making it challenging to fully understand and communicate
the drivers of financial pressure school districts must plan for.

This information report is intended to support BCASBO members who
are responsible for budget consultation and planning, by assisting
members in understanding and communicating the key drivers of
financial pressure. This report is also intended to inform and support
the important work of members of the BC School Trustees’ Association
(BCSTA), the BC School Superintendents’ Association (BCSSA), the BC
Confederation of Parent Advisory Councils (BCCPAC), and all others
who have an interest in the financial sustainability of K-12 education
programs in BC.
The scope of this report includes:

+ School District Budgeting and Financial Accountability

+  Overview of the BC K-12 Operating Funding Model

« Trendsin Provincial Funding

+ Budget Scenario Analysis

« Theimpact of the funding model in different scenarios

«  The Impact of Unfunded Inflationary Pressures

+ Key Observations and Implications

The observations in this report are based on review and analysis of the

operating funding model, as well as information collected from senior
financial staff in school districts.

www.bcasbo.ca



http://www.bcasbo.ca/

School District Budgeting & Financial Accountability

School district budgets are comprised of three separate funds: Operating Fund, Special Purpose Fund and Capital Fund. Each of these funds differ
with respect to the programs funded, the methods of accounting used, and the legislative and other constraints on expenditures.

OPERATING FUND - Core annual program revenues
and expenditures are reported in the operating fund.
This includes revenues from provincial grants, local
education agreements, tuition, and other sources.
Operating fund expenditures include salaries,
benefits, supplies, services, and other costs required
to deliver K-12 educational programs. BC school
districts reported $7.762 billion in operating fund
revenues for the year ended June 30, 2025 with
Provincial grants and per pupil funding received
directly from First Nations accounting for 94.1%

of total revenues. Salaries and benefits accounted
for 89.7% of total expenditures for the year ended
June 30, 2025. School districts are not permitted to
budget for or incur an accumulated deficit position
in the operating fund.*

SPECIAL PURPOSE FUND - The Special
Purpose Fund includes annual program
funding and other revenues that are restricted
for a specific purpose. BC school districts
reported $1.3 billion in special purpose fund
revenues for the year ended June 30, 2025
with Provincial grants accounting for 83.4%
of total special purpose fund revenues. If
expenditures for a program within the special
purpose fund exceeds available revenues, the
resulting deficit is transferred to the operating
fund reducing accumulated operating surplus.

CAPITAL FUND - The Capital Fund
reports the acquisition, construction, and
upgrade of capital assets such as land,
buildings, vehicles and other major
equipment. Itincludes funding from the
Ministry of Education and Child Care and
capital contributions from other sources
including proceeds from the sale of
capital assets. Expenditures from this
fund are restricted for capital purposes.
The capital budget is primarily
determined through the Board of
Education’s approval of the annual capital
plan and other funding applications,
followed by subsequent approval from the
Ministry.

This report focuses primarily on the Operating Fund because this is where the accountability for balancing the budget resides. School districts are
unique in the BC public sector by adopting both a preliminary budget prior to the beginning of the fiscal year (July 1st to June 30th) and an amended
budget partway through the school year. The preliminary budget is developed based on projected enrolment, while the amended budget reflects
changes to funding and program costs resulting from the confirmation of actual fall enrolment.

*Annual surplus is the extent to which annual revenues exceed expenses. If annual expenses exceed
revenues the result is referred to as an annual deficit. An accumulated surplus position is the extent
to which revenues from all previous years have exceeded expenses from all previous years. An

accumulated deficit position occurs when expenses from all previous years exceed revenues from all
previous years. When an accumulated deficit occurs, it means future revenues are needed to pay for

past expenditures.
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Overview of the K-12 Operating Funding Model

Prior to 2002 the allocation of
funding for K-12 public educationin
BC was primarily cost-based. A new
funding model was developed in
2002 in response to concerns with
the historical cost-based approach,
which included inequities between
school districts, the significant
administrative effort required to
maintain a cost-based model, and a
lack of incentives to be efficient.?

In 2002 a new funding model was
introduced, which allocated funding
primarily based on full-time
equivalent (FTE) student enrolment.
While some modification to the
funding formula have been made
over the past few decades to address
specific funding pressures or
program priorities, the fundamental
approach to allocating funding in
2002 remains the same today.

In addition to the operating funding
model, there are several provincial
funding programs where funding is
targeted for specific priorities. These
targeted grants and related
expenditures are typically reported in
the Special Purpose Fund and will be
discussed further in the next section
“Trends in Provincial Funding”.

The operating grant allocation formula has the following four key components:

BASIC ALLOCATION - This is the common per student funding allocation for each school aged student Full Time
Equivalent (“FTE”). For the 2025/26 school year, the funding rate is $9,015 per student FTE (or $7,280 per student
FTE for online learning). Most operating funding is received through this basic allocation, which is estimated to
comprise 74.5% of total operating funding in 2025/26.

UNIQUE STUDENT NEED ALLOCATIONS - These are additional funding allocations for students with identified
unique needs. The vast majority of this funding (about 98%) is based on per student funding allocations for students
with identified unique needs. Unique student need allocations are estimated to comprise about 18.4% of total
operating funding in 2025/26.

UNIQUE DISTRICT ALLOCATIONS - These are additional funding allocations to address unique school district
factorsincluding geographic factors, low enrolment, and teacher salary differential (i.e. district differential from
the provincial average). Unique district allocations are estimated to comprise 6.9% of total operating funding in

2025/26.

Funding
Protection/Enrolment

Unique District
Allocations
6.9%

FUNDING PROTECTION/ENROLMENT DECLINE
ALLOCATION - This funding is allocated to buffer
the effects of declining enrolment. Funding for
enrolment decline is received where enrolment Unique Student Needs
decline exceeds 1% compared to the previous year. 18.4%
Funding protection ensures that no district
experiences a decline in operating grants that is
greater than 1.5% compared with the previous year.
Allocations for funding protection/enrolment decline
are estimated to comprise 0.2% of total operating
funding in 2025/26.

More information on the funding rates within each
of the above four key components can be found in
Appendix 1.

Basic per Student

Allocation
74.5%

Exhibit 1: Operating Funding Components Estimated for 2025/26

2Source: Improving Equity and Accountability | Report of the Funding Model Review Panel (2018)
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The basic allocation and the allocations for unique
student needs are both driven by student enrolment,
and together account for 92.9% of total estimated
operating funding in 2025/26 (as shown Exhibit 1). This
high proportion of funding determined by per pupil
allocations means that the BC funding model is highly
leveraged to student enrolment. The supplemental
funding for Funding Protection/Enrolment decline is
intended to buffer the impacts of significant enrolment
decline providing districts more time to adjust
expenditures to align with lower enrolment-based
funding.

Historically, per pupil funding rates have been adjusted
annually to reflect the cost of provincially negotiated
collective agreements (wage and benefit
enhancements). While it has not always been the case,
in recent years funding rate adjustments have also
reflected inflationary salary adjustments for non-
unionized staff including Principals, Vice Principals and
district management staff. However, funding rates are
not adjusted annually to reflect all of the other
inflationary costs that impact school districts, such as
those relating to equipment, services, supplies,
utilities/ fuel and employee benefit plans. This means
annual funding rate adjustments do not fully fund all of
the inflationary pressures school districts must plan
for.

While funding rate adjustments do not fully reflect inflation, sufficient
enrolment growth can provide school districts with the financial flexibility to
more fully fund inflationary pressures. This is because the BC funding model
is highly leveraged to enrolment and as enrolment grows, funding in some
circumstances grows faster than direct program costs. This means a school
district with sufficient enrolment growth may be able to reallocate funding
from growth (in excess of program cost growth) to cover inflationary costs and
potentially new program priorities. However, this is often not the case when a
growing school district faces significant inflationary costs and/or needs to
allocate operating funds to purchase portable classrooms (due to insufficient
capacity to accommodate enrolment growth). In recent years, more districts
are reporting that enrolment growth is resulting in financial pressure due to
significant growth in the cost of portable classrooms. The Budget Scenario
Analysis section further explores the impact of different enrolment change
scenarios on the fiscal balance of school districts.

In 2018, the Province appointed an Independent Review Panel to undertake a
comprehensive review of how public education is funded in BC. The report
from the Panel titled “Improving Equity and Accountability” was released in
December 2018 and included 22 recommendations organized under three key
themes: equity, accountability, and financial management. Many of the
recommendations in the report have since been implemented; however, most
of the recommendations that relate to the funding model remain
unimplemented. Many of these unimplemented recommendations and the
related observations by the Panel align with the funding challenges identified
in this information report.
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Trends in Provincial Funding

Student Enrolment Exhibit 2 - Enrolment and Operating Grants Trend Operating

Grants
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B Student Enrolment  e====Qperating Grants

As shown in Exhibit 2, provincial operating grants (orange line) have increased from $4.84 billionin 2015/16 to $7.13 billion in 2024/25, representing an
average annual growth rate of approximately 4.45% over this period. Student enrolment (blue bars) has grown from 543,166 in 2015/16 to 606,930 in
2024/25, which represents an average annual growth rate of 1.24% over this same period.
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Exhibit 3 - Operating Funding per Student FTE

500 1,000 1,500 2,000 2,500 3,000 3,500 4,000 4,500 5,000 5,500 6,000 6,500 7,000 7,500 8,000 8500 9,000
H Unique District Allocations H Unique Student Needs M Basic per Student Allocation

In Exhibit 3, operating grants are shown as a ratio to student enrolment From 2015/16 to 2024/25, provincial unique student allocations (per
and are reported separately for each of the three operating grant student) grew by 7.31% annually on average. This higher rate of growth
categories: unique district allocations, unique student needs, and basic is attributed to an increase in the proportion of students designated with
per student allocation. From 2015/16 to 2024/25, the basic per student a funded unique need. In 2015/16 funding for unique student needs
allocation (per student FTE) grew by 2.51% annually on average. Because represented 12.8% of total operating grants; and by 2024/25, this had
the basic per student allocation varies directly with student enrolment, increased to 18.2%. As funding for unique student needs has increased

the growth in this amount is reflective of annual funding rate

with growth in designations, so have the expectations and the need for

adjustments over this period. Over the same period, unique district districts to provide enhanced program support for these students.
allocations (per student FTE) grew on average by 1.71% annually.
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Exhibit 4 - Targeted Funding Programs

2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25

Classroom Enhancement Fund 380,463,838 | 428,675,373 | 463,567,594 | 461,109,670 | 522,916,310 | 593,242,537 695,446,340 794,603,679
Feeding Futures - - - - - - 71,500,000 71,500,000
Student and Family Affordability Fund - - - - - 60,000,000 18,893,000 -

Community Link 52,388,216 | 52,767,537 | 53,166,721 | 54,276,659 | 55,160,728 | 56,552,025 59,156,964 60,392,862
Provincial Resource Programs 31,019,058 | 30,222,506 | 32,293,091 | 29,091,237 | 32,592,677 | 32,513,378 38,070,411 42,146,767
Annual Facilities Grant 21,495,587 | 21,495,587 | 21,995,588 | 21,745,587 | 21,000,000 | 21,500,000 21,500,000 21,500,000
Learning Improvement Fund 19,999,998 | 20,000,004 | 19,999,999 | 20,000,000 | 19,999,999 | 20,747,996 24,999,999 25,000,000
Student Transportation Fund 15,403,131 | 15,403,131 | 15,403,131 | 15,403,131 | 15,403,131 | 15,403,131 15,403,131 15,403,131
Official Languages in Education French Programs 12,291,640 | 12,382,979 | 13,161,958 | 14,374,522 | 13,752,956 | 19,535,176 24,838,132 17,519,542
Strong Start Programs 10,359,200 | 10,624,800 | 10,519,988 | 10,491,560 | 10,452,000 | 10,516,000 10,516,000 10,324,000
Early Care and Learning - - - - - 9,960,000 10,325,000 10,325,000
Professional Learning Grant - - - - - - - 13,863,016
Other Targeted Funding Programs 8,612,554 7,972,068 14,645,651 22,925,446 13,549,966 16,185,808 21,454,733 33,204,426
Total 552,033,222 | 599,543,985 | 644,753,721 | 649,417,812 | 704,827,767 | 856,156,051 | 1,012,103,710 | 1,115,782,423
Targeted Funding per Student FTE 998 1,073 1,143 1,157 1,234 1,467 1,692 1,838

In addition to operating funding, school districts receive provincial funding through a number of targeted funding programs. Most of these programs are reported
by school districts in the Special Purpose Fund. Exhibit 4 presents the trend in targeted funding for significant funding programs, as well as total targeted funding
per student FTE. Note the figures in Exhibit 4 exclude event specific targeted funding provided in response to the COVID-19 pandemic. Descriptions of the

significant targeted funding programs shown in Exhibit 4 are included in Appendix 2.

Targeted Funding per Student FTE
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1,600

From 2017/18 to 2024/25, the average annual increase in targeted
funding per student FTE increased at an annual rate of
approximately 9.3%. Targeted funding per student FTE has
increased significantly in recent years with an average annual
increase per student of 14.3% between 2021/22 to 2024/25.

Over the past 7 years and particularly in recent years, targeted
funding per student FTE has grown faster than operating funding. This
growth in targeted funding has enabled districts to enhance programs
and implement new initiatives where the funding has been targeted.
However, growth in targeted funding typically cannot be used to
address financial pressures in core programs funded by the operating

fund.
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Budget Scenario Analysis

In this section four different scenarios are analyzed to explore the impact
of enrolment change and inflationary costs on budgetary balance in the
Operating Fund. The intention of this section is to demonstrate how the
funding model responds to several scenarios which are common in the
sector. While the inflation assumptions reflect what school districts have
experienced in recent years, the four scenarios do not capture all the many
different budgetary realities faced by school districts.

The base scenario is a school district that has a balanced budget in
2024/25 with $100 millionin both revenues and expenditures. Each of the
four scenarios presented in Exhibit 5 calculates the change in budgetary
balance for the next fiscal year (2025/26) based on the assumptions
outlined below.

SCENARIO 1

«  Enrolment remains unchanged.

- Salaries forall employee groups increase by 3% and employee benefit
costs increase by 2% for benefit costs that vary directly with salary.

« Provincial Operating Grant rates increase such that the cost of the
3% salary increase and related benefit costs that vary directly with
salaries are fully funded. An exception is that salary increases in the
international program salary and benefits budget ($1,560,000 in
2024/25) are not funded.

+  Other revenues, including international program tuition, increase by 3%.

«  Employee benefit costs increase by a further 3% due to escalation in
premiums for medical and dental plans, CPP, and WorkSafe BC.

- Asaresult ofincrease in the average placement of teachers on the
salary scale, teacher salaries increase by an additional 0.75% and
teacher benefit costs increase by an additional 0.5%.

- Service and Supplies Expense increases by 2% due to inflation

«  Service and Supplies Expense increases by a further 2% due to
additional escalation in the cost of technology for
learning/operational requirements and to mitigate risks related to
cybersecurity.

SCENARIO 2

The same assumptions as Scenario 1 apply, except for the following:

«  Student enrolment grows by 250 FTE (approximately a 3% increase)
resulting in an additional $2,253,750 in funding (250 times $9,015/
student). The associated program cost increases are an additional
11.0 FTE teacher assignment ($1,375,000 in salaries and benefits)
and $100,000 for other program costs. The district has existing
space that can accommodate this growth and is able to allocate
$778,750 of this funding growth to offset inflationary pressures.

«  The number of students with inclusive education designations
increases by 20 for Level 2 and 25 for Level 3, increasing funding
by $794,300 (20 times $24,340/student plus 25 times
$12,300/student). To balance the budget, $352,320 of this funding
is allocated to offset inflationary pressures. The remaining funding
of $441,980 (56% of funding growth) is allocated to increase
inclusive education support (Education Assistant positions).

SCENARIO 3
The same assumptions as Scenario 2 apply, except for the following:

The district does not have sufficient existing space to accommodate
enrolment growth and invests $1.2 million from the operating budget
to purchase three portable classrooms.

SCENARIO 4

The same assumptions as Scenario 1 apply, except for the following:
Student enrolment declines by 250 FTE (approximately a 3% decrease)
resulting in a funding reduction of $1,126,875 (supplemental funding
for Funding Protection and Enrolment Decline limits the decrease in
funding to be equivalent to a 1.5% decline in enrolment).

- Theassociated program cost decreases are an 11.0 FTE Teacher staffing
reduction ($1,375,000 salaries and benefits) and a $100,000 reduction
in service and supplies.

www.bcasbo.ca
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Student FTE Change
Provincial Grants
Other Revenues

Total Revenues

Teacher Salaries

Exhibit 5: Budget Scenario Analysis Results

PVP Salaries

EA Salaries

Support Staff Salaries
Other Professional Salaries
Substitute Salaries

Total Salaries

Employee Benefits

Total Salaries and Benefits
Services, Supplies, Capital
Total Expenditures

Surplus\(Deficit)

As shown in Exhibit 5, a school
district that is not experiencing
enrolment growth (Scenario 1) will
face increasing financial pressure
in the following fiscal year. This

is because annual funding rate
adjustments do not fully cover all
of the inflationary costs impacting
the school district.

24/25 Budget 25/26 Budget 25/26 Budget 25/26 Budget 25/26 Budget
Base Scenario Scenario 1 Scenario 2 Scenario 3 Scenario 4
0 +250 +250 -250
92,000,000 94,464,500 97,512,550 97,512,550 93,337,625
8,000,000 8,240,000 8,240,000 8,240,000 8,240,000
100,000,000 102,704,500 105,752,550 105,752,550 104,577,625
41,800,000 43,367,500 44,467,500 44,467,500 42,267,500
5,600,000 5,768,000 5,768,000 5,768,000 5,768,000
8,600,000 8,858,000 9,211,584 9,211,584 8,858,000
8,800,000 9,064,000 9,064,000 9,064,000 9,064,000
3,000,000 3,090,000 3,090,000 3,090,000 3,090,000
3,600,000 3,708,000 3,708,000 3,708,000 3,708,000
71,400,000 73,855,500 75,309,084 75,309,084 72,755,500
18,300,000 19,268,070 19,631,466 19,631,466 18,993,070
89,700,000 93,123,570 94,940,550 94,940,550 91,748,570
10,300,000 10,712,000 10,812,000 12,012,000 10,612,000
100,000,000 103,835,570 105,752,550 106,952,550 102,360,570
- (1,131,070) - (1,200,000) (782,945)

In Scenario 2 a school district experiencing enrolment
growth, with existing physical space to accommodate this
growth, is able to balance its budget. In order to
balance, a portion of the funding from enrolment and
unique needs designation growth is allocated to offset
inflationary pressures. In this scenario, the district
allocates only 56% of the funding received for additional
students with inclusive education needs to increase
inclusive education support for students.

As shown in Scenario 3, if a growing district needs to
invest operating funds to expand physical space, it can
face significant financial pressure.

A district with declining enrolment (Scenario 4) will
experience financial pressure; however, supplemental
funding for Funding Protection and Enrolment Decline
helps to mitigate the negative financial impact compared
to a district with stable enrolment (Scenario 1).
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As shown in Exhibit 6, between 2015 to 2024 the school
aged population (ages 5to 17) in BC grew from 624,446 to
708,775. Looking ahead, while the overall BC population
is projected to continue growing over the next decade,
the school-aged population is projected to slowly decline.
Because of how the funding model works, this
anticipated decline in provincial enrolment will further
widen the gap between funding and the actual cost of
delivering service.

While these four scenarios do not capture all the budgetary realities faced by school districts,
they demonstrate how funding changes often do not align with the actual drivers of cost
pressure. As a result, the balance between revenues and expenditures can change significantly
from one year to the next depending on a district’s circumstances. The key factor driving this
disconnect is that funding rates are not adjusted annually to fully reflect all inflationary
pressures.

While enrolment growth does not guarantee funding will be sufficient to fund growth in
program costs, historically it has been the only mechanism enabling districts to address non-

wage inflation. With provincial enrolment growth slowing in recent years and significant A growing issue significantly
inflationary pressures, more districts are reporting growing financial challenges that impacting programs and
necessitate planned budget reductions. operations in some districts,
particularly those in rural
Exhibit 6: British Columbia Population Estimates and Projections (BC Stats) and remote locations, is the

inability to recruit the staff

2035 | 6,288,186 . <.
668,548 needed to fill all positions.
I s 6,223,524
2034 Py Beyond the program and
2033 | —— 57662 operatlonal lmpacts, this
668,740 inability to fill all positions
203 | 6,090,767 y .
669,660 results in expenditure
6,023,005 ; ;
2031 670,539— savings rglatlve to budget.
5030 o 5,954,630 These savings generate _
oo d o6 187 accumulated surplus that is
T s 5,836,
674,139 often used to fund future
2028 S— 5,818,326 inflationary pressures out of
2027 | — 5,752,028 necessity. While this can
676,744 allow districts to avoid some

2026 — 5,707,994

685,145

or all budget reductions in
2025 mm— 5,721,068 the Short term, -It masks a

2024 | — 5,598,430 . growing structural deficit
- : S Estimate where the gap between
i budgeted expenditures and

695,105

2022 680,112 5,357,486 available revenues

2021 | i 5,226,665 continues to widen.
663,140

2020 s 5,176,101

659,138

2019 — 5,111,022

650,097

2018 — 5,020,979

642,376

2017 — 4,934,202

636,158

2016 | 4,861,269
2015 R — 765,472

624,446

Projection

0 1,000,000 2,000,000 3,000,000 4,000,000 5,000,000 6,000,000 7,000,000
m AllAges g Ages5to 17
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Implications of Unfunded Inflationary Cost Pressures

The survey results show that in 2025/26 budget reductions were necessary in most
(78%) school districts because of unfunded inflationary pressures. And that a greater
majority (90%) of school districts expect that budget reductions will be required in
future years because of unfunded inflationary pressures.

To better understand the impact of unfunded cost pressures
on the 60 school districts in BC, Secretary Treasurers were
surveyed in June 2025 (45% response rate) and again in
November 2025 (82% response rate).

The third question in the above table was included in the survey to better understand
the impact of staff recruitment challenges on budgets in the sector. Many districts
(39% of respondents) reported that an inability to fill all staff positions enabled their
district to avoid budget reductions that otherwise would have been necessary in
2025/26. This result reflects that the issue does not affect all districts equally with
the greatest impacts generally being on districts in rural and remote locations. In the
detailed survey results, it was noted that of the 11 districts that did not make budget
reductions in 2025/26 (i.e. answered “No” to question 1), 6 districts reported that

an inability to fill all staff positions enabled their district to avoid program budget
reductions that would have otherwise been necessary (i.e. answered yes to question
3). This means 6 districts reported being able avoid budget reductions in 2025/26 due
to savings resulting from their inability to fill all staff positions.

The November 2025 survey included three closed-ended
questions related to the necessity of budget reductions.
These questions and the survey results are summarized in
the table below.

Survey Question

Survey Results
(November 2025)

(49 Responses)

1. Did your district have to
make budget reductions for
the 2025/26 school year as
a result of unfunded
inflationary pressures?
(Yes/No)

78% of respondents answered
“Yes” (38 out of 49) and 22%
of respondents answered “No”

Districts that answered yes to question 3 above (confirming that the inability to fill
(11 out of 49).

all staff positions enabled their district to avoid budget reductions in 2025/26), were
asked to comment on how unfunded inflationary pressures have impacted their
structural budget balance. Most districts reported that while savings from an inability
to fill all staff positions allowed their district to avoid some or all budget reductions

2. Do you expect that budget

reductions will be required in
future years as a result of un-
funded inflationary
pressures? (Yes/No/Unsure)

90% of respondents answered
“Yes” (44 out of 49) and 10% of
respondents answered “Un-
sure” (5 out of 49).

Have savings resulting from
an inability to fill all staff
positions enabled your
district to avoid budget
reductions that otherwise
would have been necessary
for 2025-26 due to
unfunded inflationary
pressures? (Yes/No)

39% of respondents answered
“Yes”(19 out of 49) and 61%
of respondents answered “No”
(30 out of 49).

in 2025/26, they expected that future budget reductions will be necessary. This is
attributed to the cumulative impact of absorbing unfunded inflationary costs year
after year, which results in a growing structural deficit (i.e. a growing gap between
budgeted expenditures and revenues) that inevitably surpasses the generation of
annual budget savings.

In both the June 2025 and November 2025 surveys, districts commented on unfunded
inflationary pressures, the necessity of budget reductions, and the impacts of budget
reductions. The next section reports on the review and analysis of these comments.

www.bcasbo.ca
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Unfunded Inflationary Pressures

In the surveys, school districts identified the following sources of budget pressure:

« Escalation in employee benefit plan premiums

Most districts reported particularly significant increases in
medical and dental plan premiums in recent years, as well as
rising costs for other benefit plans, including CPP and
WorkSafeBC. Many also expressed concern that funding has
not been provided to fund the actual and growing cost of
benefit enhancements that were bargained provincially (as
provincially bargained benefit enhancements are normally
funded).

+  Escalation in employee leave costs following the COVID-19 pandemic.

Most districts report that escalation in employee leaves has
created significant budgetary pressure in recent years.

A component of this increase relates to additional leave
entitlements for temporary employees resulting from
amendments to the Employment Standards Act (the cost
associated with this legislative change was not funded).

« Escalationinthe cost of Information Technology.

This includes significant escalation in the cost of equipment,
software licenses and other services, but also the growing
cost of preparing students for a rapidly evolving world (by
integrating technology into learning) and addressing growing
risks related to cybersecurity and data security (including
incre)ased expectations regarding the protection of student
data).

Many districts report they are no longer able to sustain

their planned deployment of technology for education
programs.

Several districts reported being unable to allocate sufficient
budget to appropriately manage growing cybersecurity risks.

Escalation in teacher salaries due to
increasing average placement of teachersin
the salary scale. This is partly attributed by
some districts to more teachers completing
master’s degrees.

Unfunded inflation in the cost of all
services, supplies and equipment.

Unfunded facility needs resulting from the
rising costs to maintain aging facilities.

Some districts reported having to allocate
operating funding intended for educational
programs to purchase portable classrooms
to accommodate enrolment growth, as
needed expansion was not funded through
capital funding programs.

Districts commented on cost pressures
resulting from increasing regulatory
expectations including those related to
Occupational Health and Safety (OHS) and
protection of data.

A number of districts reported on the
negative budgetary impact of stable or
declining enrolment.

“We worked hard to cut
$1.6m in operating
expenditures in
2023/24 and hoped to
move forward with
balanced budgets into
the future. However,
the combined
pressures of declining
enrolment (new for us
in 25/26), inflation,
salary increments,
ballooning benefits
and TTOC costs,
technology and cyber-
security costs have
landed us right back in
a structural deficit
position again.”

“The district’s multi-year
financial plan projects
that funding growth will
continue to fall short of
expenditure growth (due
to unfunded inflationary
pressures) in each of the
next three years. This
continually growing
structural deficit will
necessitate significant
program reductions in
the years ahead.”

“Cybersecurity is one of
our greatest business
risks however, fiscal
constraints are a key
limitation to our ability
to put appropriate
safeguards in place.”
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Budget Reductions & their Impact

The budget reductions that districts reported implementing in 2025/26 include:

« Reductions to administration, teacher positions, education assistants and other
student supports in schools. Many districts specifically reported reductions to
specialist teacher positions such as teacher librarians, counsellors, and inclusion
support teachers.

+ Reduced custodial services in schools.

« Reduced services and supply allocations to schools.

+  Reduced funding of classroom technology.

«  Reductions to transportation services.

« Reduced professional development and collaboration time.

« Reduced school supervision time.

Several districts reported not increasing student supports in line with growth in
unique needs funding, in order to redirect funding from designation growth to cover
inflationary costs.

Several districts noted that they had not been able to adjust service and supply
budgets to reflect inflation for many years, and this was having an increasingly
negative impact on school and district programs.

Several responses highlighted the limited flexibility school districts have to find
budget savings that do not negatively impact education programs or increase
operational risks. One factor is that, after years of financial pressure, lower-impact
options for budget savings have largely been exhausted. Another limiting factor is
that legislative and collective agreement obligations account for the majority of
operating fund expenditures, including class size and composition language in the
teacher’s collective agreement, which sets minimum staffing ratios for teachers.

As aresult of this limited discretion, often the areas where reductions are technically
possible are the areas where investments have been made by Boards (beyond what
is required by legislative or collective agreement) to support priorities addressing
specifically identified gaps in student achievement. Several respondents expressed
frustration that, while targeted funding for government priorities has increased,
Boards are not able to maintain local program priorities established to meet the
specific learning needs of their students.

“We are having to reduce staffing across all departments.
Predominantly reductions in enrolling and non-enrolling teaching
positions, custodial, operations, educational assistants, clerical/
library assistants and administration.”

“We set a plan and have put it into action, and have reduced our
expenditures next year by $1.5M. The reductions are from all areas
of the organization - teachers, EA’s, maintenance, administration,
custodial and transportation.”

“We had to eliminate our only two teacher coordinator positions
(instructional support), an inclusive tech mentor, eliminate class
review release time and IEP release time, reduce custodial time,
and more. We are looking at implementing bussing fees to help
recover the costs associated with providing that service.”

“Teaching staff has been reduced as have some programs offered to
students. School supply allocations were not increased this year.
Technology ever greening budget has been reduced to about 50% of
what is required to maintain the current technology.”

“With 89% of our budget basically out of our control because it goes
to salaries & benefits, and years of whittling away at services &
supplies to find savings wherever possible, we will have no choice
but to make cuts that impact the classroom and defer necessary
maintenance and investments down the road.”

“It’s very frustrating to see the continuing increase in special
purpose funds that push government agendas without regard for
actual district needs”

“Within function 1 (instruction), the teachers’ collective agreement
(class size and composition) limits the discretion of the Board to
only certain areas. If not for class size requirements, increasing
class size would be the least impactful option. However, the
options that are available are those discretionary areas where
historically investments had been made strategically to enhance
student learning. This means the Board will have no choice but to
reduce in areas that directly support inclusive education and the
improvement of student achievement.”
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Operating funding changes from one year to the next often
does not align with the change in the cost of delivering
programs. The most significant factor contributing to the
disconnect between funding and program cost is that funding
rates are not adjusted annually to fund all of the inflationary
costs impacting school districts. Continuing to absorb
unfunded inflationary costs is becoming increasingly difficult
because historical budget reductions have significantly
reduced flexibility in school district budgets. Most budgeted
expenditures are allocated to meet legislative and
contractual requirements and where budgetary discretion
exists it is often budget allocated to support local student
learning needs.

Enrolment growth has been the only mechanism historically
enabling school districts to more fully fund inflation.
However, with stable or declining enrolment forecasted
provincially and the increased cost of managing growth for
those districts growing, it is likely that more school districts
will face significant budgetary challenges in the years
ahead. School districts simply cannot presume that current
programs will remain sustainable into the future.

School District Business Officials must be proactive in
planning for and communicating the implications of growing
fiscal imbalance and potential volatility in future budgets. A
multi-year financial plan can be an important tool for
communicating and building understanding regarding
financial risks and the projected future trajectory of fiscal
balance.

Summary of Key Observations & Implications

It is important that school districts maintain an appropriate accumulated surplus
balance that is designated as contingency reserve. Sufficient contingency reserve
reduces short-term financial risks by allowing a district to absorb the impacts of
enrolment volatility or other changes that impact fiscal balance. And because school
districts cannot presume existing programs can be sustained into the future, having
sufficient contingency reserve allows a district to implement budget reductions in a
future year following thoughtful analysis and consultation (instead of making
immediate and reactive adjustments to program budgets).

The following factors put Boards of Education in a challenging position when planning
for and communicating the need for budget reductions:

When enrolment is stable, communities expect funding to at least keep pace with
the cost of delivering core services; however, this is not the case.

- Legislation and collective agreement restrictions means that budget reductions are
often limited to areas where discretionary funding has previously been allocated to
support strategic priorities that address local gaps in student achievement.

The community may question why a Board is reducing budgets supporting local
strategic priorities while at the same time other programs are being implemented
(using targeted funding) that do not appear to address local priorities.

- There are limited or no remaining opportunities to find budget savings that will not
result in either negative impacts to student achievement or increase operational
risks (such as cybersecurity risk).

Addressing these challenges requires robust planning and consultation with
rightsholders, stakeholders and the community. The intention of this report is

to support School District Business Officials in effectively communicating the
complexities and realities of provincial funding, helping to focus budget planning and
consultation on the best solutions given the circumstances.
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Appendix 1

Overview of the 2025/26
Operating Grant
Allocation Formula

Basic Allocation

74% Common per student amount for every FTE student enrolled by school type.
mme standard School 59,015 per school age FTE
Basic Alternate School $9,015 per school age FTE
Allocation Continuing Education 59,015 per school age FTE
Online Leaming 57,280 per school age FTE
Unique Student
Additional per student funding to address uniqueness of district enrolment and support
18% additional programming. Includes Equity of Opportunity Supplement for children and youth in
it care and students with mental health challenges.
recognize Level 1 Inclusive Education $51,300 per student
mt Level 2 Inclusive Education $24,340 per student
dbimant Level 3 Inclusive Education $12,300 per student
_English/French Language Learning £1,815 per student
Indigenous Education 51,790 per student
Adult Education $5,755 per FTE
Unique District
Additional funding Lo address unigueness of district factors.
small Community For small schools located a distance away from the next nearest school
79 Low Enrolment For districts with low total enrolment
lcatid 8o Rural Factor Located some distance from Vancouver and the nearest large regional
recognize population centre
unibgue Climate Factor Operate schools in colder/warmer climates; additional heating or cooling
district reguirements
factors Sparseness Factor Operate schools that are spread over a wide Eﬂmphic area
Student Location Factor  Based on population density of school communities
Supplemental Student Level 1 and 2 inclusive education enrolment
Location Factor
salary Differential Funding to districts that have higher average educator salaries
0.2% Funding Protection / Enrolment Decline
m::em Funding Protection Funding to ensure that no district experiences a decline in operating grants
effects of greater than 1.5% when compared to the previous September
declining Enrolment Decline Funding to districts experiencing enRAHEEEI VIR S Rk AUCaERN and Child Care (March 2025)
enralment compared to the previous year

CSF Supplement

District receives a 15% funding premium on allocated funding.

Al funding information estimated for the 2025/26 School Year
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Appendix 2

Targeted Funding Programs presented in Exhibit 4

CLASSROOM ENHANCEMENT FUND (CEF)

A Memorandum of Agreement (MoA) between the Ministry of
Education, BC Public School Employers’ Association (BCPSEA)
and the BC Teachers’ Federation (BCTF) was signed in 2017 to
restore class size and composition language to local collective
agreements. CEF was created to fund the implementation of the
MoA at the district level. CEF is a complex, cost-based funding
process for the restored language that is unique to each school
district which is determined by class size and composition limits
as well as specialist teacher ratios.

FEEDING FUTURES SCHOOL FOOD PROGRAMS (FFSFP)
Feeding Futures provides dedicated funding to all BC school
districts to create or expand school food programs. Launched
in 2023, the BC Government committed $214 million over three
years for Feeding Futures, the largest investment in school food
programs in the province’s history. Funding is used primarily to
buy food for students, but may also support equipment,
supplies, and staffing costs. Programs are designed to be
equitable, accessible, and non-stigmatizing, and districts have
flexibility to meet local needs.

STUDENTAND FAMILY AFFORDABILITY FUND (SFAF)

The Student and Family Affordability Fund provides temporary
financial assistance to families facing challenges with the costs
of school supplies, education-related fees, and food security. The
fund is administered by school districts to directly offset costs for
parents, guardians, and students, and is intended to be flexible,
private, and stigma-free. Funding can be used for supplies, fees,
clothing/footwear for school activities, and meal programs.

COMMUNITYLINK

CommunityLINK (Learning Includes Nutrition and Knowledge) is a special grant that
supports the academic achievement and social functioning of vulnerable students.

Programs and services can include breakfast, lunch and snack programs, academic
supports, counselling, youth workers and after-school programs.

CommunityLINK provides funding to all school districts. Decisions about specific
programs and services that districts provide are best left to Boards of Education so that
the needs of individual students and local communities are met. Boards of Education
are required to provide outcome reporting on CommunityLINK to the Ministry on an
annual basis.

PROVINCIAL RESOURCE PROGRAMS (PRPS)

The BC Ministry of Education and Child Care funds PRPs, that are operated through the
administrative oversight of school districts, independent school authorities and First
Nations schools to meet the needs of a diverse student population. PRPs are grouped

into Provincial Outreach Programs (POPs) and Provincial Inter-ministerial Programs
(PIPs):

POPs: Provide outreach services to support educators, students and families with
disabilities and diverse abilities in public, independent, and First Nations schools, as
well as distributed learning and homeschool settings. Staff are subject matter
experts who work to ensure the academic, physical, social and emotional needs of
students are met.

PIPs: Provide an education program for school-age children and youth attending
inter-ministerial programs (e.g. hospital, mental health, substance use, or custody
programs) or full-time programs in provincial centres (e.g. BC School for the Deaf).

ANNUAL FACILITY GRANT

The Annual Facility Grant is intended for annual facility projects required to maintain
facility assets through their anticipated economic life and to prevent premature
deterioration of these assets. The grant amount is calculated using a formula based on
student enrolment and average age of facilities, with an adjustment made for unique
geographic factors.
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LEARNING IMPROVEMENT FUND (LIF)
Introduced in 2012, the LIF provides ongoing
funding to school districts for the hiring of
additional Educational Assistants to support
students with diverse needs.

The LIF is a fixed amount ($25 million, increased
by $5 million in 2023/24), divided among districts
based on their proportion of their estimated
operating grant for that school year. Itis
determined in the March before the school year
begins, based on estimated operating grants but is
not updated when those grants are finalized later
in the school year.

STUDENT TRANSPORTATION FUND

The Student Transportation Fund (STF) is a special
grant provided to school districts to assist with
improving transportation services for students.
Implemented in 2016, school districts can use the
STF to eliminate bus fees, add new bus routes, make
safety improvements, and increase bus service for
students to use for field trips and extracurricular
activities.

OFFICIAL LANGUAGES IN EDUCATION FRENCH

PROGRAMS (OLEP)

OLEP provides additional funding to school districts
and independent schools that offer French language
programs, including Francophone, French
Immersion, Intensive French, and Core French.
Funding is intended to cover incremental costs
associated with operating French language
programs under the federal-provincial Protocol for
Agreements for Minority Language Education and
Second Language Instruction.

STRONGSTART PROGRAMS

StrongStart BC programs are free, drop-in early learning programs for children aged
birth to five and their parents or caregivers. Led by qualified early childhood educators,
StrongStart provides play-based activities that support language, physical, cognitive,
social, and emotional development, helping prepare children for success in
Kindergarten.

EARLY CARE AND LEARNING

Early Care and Learning in BC refers to programs and services that support the
development and learning of young children from birth to age eight. This includes
StrongStart BC, child care settings, preschools, and other early childhood development
programs. The Early Learning Framework guides these programs, emphasizing
respectful, inclusive, and holistic approaches to early childhood education.

PROFESSIONAL LEARNING GRANT

The Professional Learning Grant is provided to school districts to build the capacity of
classroom teachers and support staff to deliver evidence-based literacy instruction,
literacy screening for K-3 students and interventions for K-12 students, and to provide
information and resources to parents and caregivers to support their child’s literacy
development.
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