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The Fiscal Crisis and Management Assistance Team (FCMAT)  has compiled the following indicators of risk or potential 
insolvency based on approximately 25 years of extensive work with local education agencies (LEAs). Although some 
of the indicators have been on the list from the beginning, others have been removed or added as changes occurred, 
Z\JO�HZ�[OL�L]VS\[PVU�VM�M\UKPUN�TVKLSZ�HUK�JOHUNLZ�PU�ÄZJHS�HUK�LK\JH[PVU�WVSPJ �̀�

FCMAT will continue to update this document as additional changes occur. Each item listed indicates a lack of function, 
focus, or attention to one or more critical elements of an organization’s operations, which may eventually contribute to 
HU�3,(�ILJVTPUN�PUZVS]LU[��;OL�L_PZ[LUJL�VM�HU`�VUL�VM�[OL�PUKPJH[VYZ�PUJYLHZLZ�YPZR��;OL�TVYL�PUKPJH[VYZ�PKLU[PÄLK�PU�
any LEA, the greater the risk of collapse or failure.

1.  Leadership Breakdown
a. Absence of a strong leadership team that includes at least the board and superintendent  
b. Micromanagement from board members 
J�� :`Z[LTZ�[OH[�HYL�M\SS`�VY�WHY[PHSS`�JVU[YVSSLK�I`�OPNOS`�PUÅ\LU[PHS�ZWLJPHS�PU[LYLZ[�NYV\WZ
K�� 0ULќLJ[P]L�VY�SHJR�VM�HKLX\H[L�WLYZVUULS�Z\WLY]PZPVU
e. Spiraling litigation and/or settlements against the district
M�� )VHYK�WVSPJPLZ�HUK�HKTPUPZ[YH[P]L�YLN\SH[PVUZ�[OH[�HYL�YV\[PULS`�PNUVYLK��UV[�\WKH[LK��HUK�UV[�JVTT\UPJH[LK�[V�Z[Hќ
N�� 0UHIPSP[`�[V�JVUZPKLY�SVUN�[LYT�PTWHJ[Z�VM�JVSSLJ[P]L�IHYNHPUPUN�HNYLLTLU[Z

��� �,QHσHFWLYH�&RPPXQLFDWLRQ
H�� :[Hќ�\UYLZ[�HUK�VY�SV^�TVYHSL
I�� 3HJR�VM�JVTT\UPJH[PVU�[V�Z[Hќ
J�� 0UHKLX\H[L�LUNHNLTLU[�VM�HSS�LK\JH[PVUHS�JVUZ[P[\LUJPLZ��WHY[PJ\SHYS`�WHYLU[Z
K�� 3HJR�VM�PU[LYHNLUJ`�JVVWLYH[PVU

��� �&ROODSVH�RI�,QIUDVWUXFWXUH
H�� )YLHRKV^U�VM�PU[LYUHS�Z`Z[LTZ��THUHNLTLU[�PUMVYTH[PVU�Z`Z[LTZ��KH[H�THUHNLTLU[�
I�� <UOLHS[O �̀�\UZHML�HUK�\UTVUP[VYLK�MHJPSP[PLZ
J�� 5LNSLJ[�VM�KLMLYYLK�THPU[LUHUJL�HUK�SHJR�VM�HU�PTWSLTLU[HISL�KLMLYYLK�THPU[LUHUJL�WSHU
K�� 3V^�I\KNL[�WYPVYP[`�MVY�MHJPSP[`�PZZ\LZ
L�� 3HJR�VM�H�SVUN�YHUNL�MHJPSP[PLZ�WSHU

��� �,QDGHTXDWH�%XGJHW�'HYHORSPHQW
H�� 0UHIPSP[`�[V�[YHUZP[PVU�HKLX\H[LS`�[V�[OL�YLN\SH[PVUZ�[OH[�NV]LYU�[OL�3VJHS�*VU[YVS�-\UKPUN�-VYT\SH��3*--�
I�� -SH^LK�H]LYHNL�KHPS`�H[[LUKHUJL��(+(���LUYVSSTLU[��YL]LU\L��HUK�\UK\WSPJH[LK�W\WPS�JV\U[�WYVQLJ[PVUZ
J�� +LÄJP[�ZWLUKPUN�HUK�MHPS\YL�[V�THPU[HPU�HKLX\H[L�YLZLY]LZ�HUK�M\UK�IHSHUJL
K�� 4HUPW\SH[PVU�VM�T\S[P`LHY�WYVQLJ[PVUZ�HUK�PNUVYHUJL�VM�[YLUK�HUHS`ZLZ
L�� +PZJVUULJ[PVU�IL[^LLU�I\KNL[�HUK�[OL�3VJHS�*VU[YVS�(JJV\U[HIPSP[`�7SHU��3*(7�
M�� 9LSPHUJL�VU�[OL�YVSSV]LY�I\KNL[
g. Inability to accurately estimate the ending fund balance

��� �/LPLWHG�%XGJHW�0RQLWRULQJ
H�� 0UH[[LU[PVU�[V�JV\U[`�VѝJL�VM�LK\JH[PVU��*6,��PUMVYTH[PVU��HUHS`ZPZ�HUK�V]LYZPNO[�VM�[OL�I\KNL[��PUJS\KPUN�H�SHJR�VM�

understanding of AB 1200
I�� 3HJR�VM�JVU[YVS�HUK�TVUP[VYPUN�VM�[V[HS�JVTWLUZH[PVU�HZ�H�WLYJLU[HNL�VM�[V[HS�

expenses
J�� (J[\HS�L_WLUKP[\YLZ�UV[�PU�SPUL�^P[O�[OL�TVZ[�J\YYLU[�I\KNL[
K�� -HPS\YL�[V�YLJVUJPSL�[OL�NLULYHS�SLKNLY�IHSHUJL�ZOLL[�HJJV\U[Z�YLN\SHYS �̀�

WHY[PJ\SHYS`�YLJLP]HISLZ�HUK�WH`HISLZ



L�� 3HJR�VM�PU[LYUHS�JVU[YVSZ
M�� 3HJR�VM�JVU[YVS�HUK�TVUP[VYPUN�VM�JVU[YPI\[PVUZ�[V�YLZ[YPJ[LK�WYVNYHTZ
N�� *VUZPZ[LU[S`�MHPSPUN�[V�\WKH[L�I\KNL[�HZZ\TW[PVUZ

��� �/DFN�RI�'DWD�$FFXUDF\��&ROOHFWLRQ��DQG�5HSRUWLQJ
H�� 0UHIPSP[`�[V�HKLX\H[LS`�JVSSLJ[��HZZLZZ�HUK�YLWVY[�Z[\KLU[�KH[H�]PH�[OL�*HSPMVYUPH�7\WPS�(JOPL]LTLU[�+H[H�:`Z[LT�

�*(37(+:�
I�� *VUZPZ[LU[S`�WVVY�KH[H�X\HSP[`
J�� +H[H�UV[�\ZLK�[V�PUMVYT�KLJPZPVU�THRPUN�HUK�[OL�3*(7
d. Ignoring audit exceptions related to data collection and reporting
L�� 3PTP[LK�HJJLZZ�[V�[PTLS`�WLYZVUULS��WH`YVSS��I\KNL[�JVU[YVS�KH[H�HUK�YLWVY[Z
M�� -HPS\YL�[V�HJJ\YH[LS`�PKLU[PM`�Z[\KLU[Z�LSPNPISL�MVY�MYLL�HUK�YLK\JLK�WYPJL�TLHSZ��,UNSPZO�SLHYULYZ��HUK�MVZ[LY�`V\[O��PU�

HJJVYK�^P[O�3*--�HUK�3*(7�YLX\PYLTLU[Z

��� �+XPDQ�5HVRXUFHV�,VVXHV
H�� 7VVY�VY�SPTP[LK�\ZL�VM�WVZP[PVU�JVU[YVS��HUK�SHJR�VM�PU[LNYH[PVU�^P[O�WH`YVSS�HUK�ÄUHUJPHS�Z`Z[LT
b. Unauthorized hiring
J�� 6]LYZ[HѝUN
K�� 3HYNL�U\TILYZ�VM�Z[Hќ�^VYRPUN�V\[�VM�HZZPNUTLU[
L�� (KTPUPZ[YH[VYZ�^OV�JVUZPZ[LU[S`�JYPZPZ�THUHNL
M�� 3HJR�VM�WYVMLZZPVUHS�KL]LSVWTLU[�MVY�HSS�Z[Hќ

��� �,QDWWHQWLRQ�WR�DQG�RU�+LJK�/HYHOV�RI�'HEW
H�� /PNO�SL]LSZ�VM�UVU�]V[LY�HWWYV]LK�KLI[��*67Z��IYPKNL�ÄUHUJPUN��L[J��
b. Inattention to unfunded liabilities
J�� 5V[�JVUMVYTPUN�[V�.(:)����YLX\PYLTLU[Z�[V�YLJVNUPaL�HUK�YLWVY[�[OL�KPZ[YPJ[»Z��WYVWVY[PVUH[L�ZOHYL�VM�UL[�SPHIPSP[`�MVY�

pension programs
K�� +LI[�ZLY]PJL�HUK�VY�WH`�HZ�`V\�NV�HZ�H�WLYJLU[HNL�VM�NLULYHS�M\UK�L_WLUKP[\YLZ�PZ�V\[�VM�JVU[YVS
L�� 7HYJLS�[H_LZ�HSSVJH[LK�HUK�\ZLK�MVY�VUNVPUN�L_WLUKP[\YLZ

��� �&DVK�0RQLWRULQJ�DQG�$FFRXQWLQJ�'HðFLHQFLHV
H�� 3HJR�VM�TVUP[VYPUN�VM�JHZO
I�� 3HJR�VM�H�WSHU�MVY�ZOVY[�[LYT�JHZO�ÅV^�ULLKZ
c. Inability to balance cash
K�� 5V[�PUMVYTPUN�[OL�IVHYK�VM�JHZO�WVZP[PVU�YLN\SHYS �̀�HUK�UV[�\UKLYZ[HUKPUN�HUK�JVTT\UPJH[PUN�[V�[OL�IVHYK�HUK�

superintendent that cash and fund balance are not the same thing

���� 5HODWHG�,VVXHV�RI�&RQFHUQ
H�� 5V[�\UKLYZ[HUKPUN�[OL�JVUULJ[PVU�IL[^LLU�I\KNL[�HUK�WYVNYHT�Z[Hќ�HZ�P[�YLSH[LZ�[V�[OL�3*(7
I�� 4PZ\UKLYZ[HUKPUN�[OL�LќLJ[�VM�[OL�JVZ[�VM�SP]PUN�HKQ\Z[TLU[��*63(��PU�[OL�3*--�LYH
J�� 0UH[[LU[PVU�[V��SHJR�VM�JVVWLYH[PVU�^P[O��HUK�PUHKLX\H[L�TVUP[VYPUN�VM�JOHY[LY�ZJOVVSZ�MVY�^OPJO�[OL�KPZ[YPJ[�VY�JV\U[`�

VѝJL�PZ�[OL�H\[OVYPaLY�
K�� *VUZPZ[LU[S`�SV^�WLYMVYTPUN�ZJOVVSZ�HUK�HU�PUHIPSP[`�[V�JSVZL�[OL�HJOPL]LTLU[�NHW
L�� *OYVUPJHSS`�V]LYLZ[PTH[PUN�YL]LU\LZ�HUK�\UKLYLZ[PTH[PUN�Z[HѝUN�JVZ[Z
M�� 0UHIPSP[`�[V�HKLX\H[LS`�L_WSHPU�[OL�JVUJLW[�HUK�PTWHJ[�VM�[OL�.(7�WLYJLU[HNL�MHJ[VY�[V�[OL�IVHYK��IHYNHPUPUN�TLTILYZ��

and other constituents
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