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Navigator Schools
Finance Committee Meeting

May 28, 2026



How We Got Here

Like nearly all schools across the country, Navigator has been operating under
growing financial pressure — expenses outpacing revenue — for multiple years.

Missing budgeted enrollment targets without adjusting staffing model
Expiration of one-time COVID funding without school-level program reductions

Increased staffing costs (salary increases, health insurance, other benefits)

\ 0 2 27

Rising operational costs & inflation

—> 2024-25 balance sheet clean-up (54M impact on FY26 cash flow)

The full scale of the 2026-27 budget challenge became clear this spring following
updated financial projections and completion of the audit process.



How We Got Here

2023-24

Did not hit enrollment target
for first time in recent years

Made major investments in
academic programming
(ELA/ELD programs, data
systems, equity)

15% hourly wage increase

New leadership identified
lapses in financial controls &
oversight

FY24 audit delayed ~3 months
(late every year since
2019-20), financial concerns
identified

2024-25

Expenses continued to
outpace revenue

Early financial stabilization
efforts began (increased class
size to avoid cuts but it did not
result in sufficient revenue)

Invested in facilities
improvements at HC, GPS, and
WPS

2025-26

Federal funding dropped
nearly 50%, from $2.8M
average to $1.5M

Identified errors in our staffing
count & enrollment estimates
that would have forced us to
cut mid-year; instead, moved
money from the Support
Office to schools with deficits

Outside finance & accounting
expertise engaged to improve
controls and rebuild reporting



Year-Over-Year Financial Summary

2022-23 2023-24 2024-25 2025-26 2026-27

Audited Audited Audited Forecast Proposed
Enroliment 1,629 1,740 1,843 1,954 2,094
Revenue $27.8M $32.3M S37.7M S41.6M S45.2M
Prior-Period
Adjusted Revenue® ($1'7M) $1'7M SO']'M N B
Expenses $25.7M $35.8M $39.7M S42.2M S43.1M
Adjusted . o $2.1M
surplus/(Deficit) +$0.4M (51.8Mm) (S1.9Mm) (50.6M) est projected
Drivers e ESSER Funding e ESSER Ended e HC & GPS e WPS construction ® Returnto ~5%

e Navi/HC merger

e \Wage increases
e Added capacity

construction
® AR reconciliation

e Enrollment/staffing
misalignment

operating
margin

2025-26 figures are forecasts subject to final audit. 2026-27 figures are proposed, pending Board approval.
* Added 5/28 for clarity *Excluding HC merger carry over **Modified by the 2024-25 audit.




Improved Financial Controls & Fiscal Oversight

The board has taken these financial challenges seriously, making strategic
improvements to fiscal controls, management, and oversight.

Changed auditors from CLA to GHJ to put “fresh eyes”
on our finances and financial systems

Contracted back-office services for accounting,
budgeting, fiscal compliance, & data to Charter Impact

Stood up ad-hoc board committee to review
accounting improvements leading to new governance
policies covering whistleblower protections,
segregation of duties, and vendor approvals —
approved in March 2026

Hired KPMG to conduct a Fraud Risk Assessment

No Fraud Identified

“Navigator appears to have the appropriate
policies and procedures in place to identify
and where applicable mitigate potential
fraud, reputational, and other misconduct
(including illegal acts) risks.” — KPMG

Audit findings were because of debt
adjustments from prior years that were
identified and corrected.




Our Core Commitments: What Remains Stable

Every budget decision was evaluated against these four priorities:

% Protect classroom quality, student experience, & school community safety
No reduction was made that would compromise the safety, stability, or quality of daily school life for
students. Each school maintains the staffing & resources needed to operate effectively.

% Support students with IEPs, behavioral needs, & additional learning needs
Students with the greatest needs receive the services they were promised. Special education staffing
ratios and services are maintained. We will have access to additional state special ed funding for FY27.

% Support & retain strong staff
Prioritized non-personnel cuts and retained all teacher positions. All staff will receive a 2% cost-of-living
increase in 2026-27.

% Work toward long-term financial stability

We must operate with a sustainable surplus each year, as required by our authorizers.



Decisions Made to Stabilize the Organization

Once the scale of the budget challenge became clear, we had to make a series
of difficult decisions — in order — to stabilize the organization financially.

Significantly reducing o Scaling back centralized & Restructuring classroom
operational expenses operations roles staffing model

® Reduced professional ® Reorganized ops roles at e SGland Fll roles merged
consulting contracts schools into new DLI and ISF roles
(advocacy, commes, etc.) e Eliminated more than % of e Aligned headcount to

® Sunset expiring Support Office roles match enrollment and
grant-funded programs meet |[EP needs

e Held off on technology
purchases



Understanding the Impact on People

In alignment with our Core Commitments, we made the decision to restructure
and reduce roles in a way that would be least disruptive to students.

Support Office

13 roles eliminated

(26.5% of positions) ¢

°
School-Level Support Roles
36 roles eliminated
(10.5% of positions)
°
°

Classroom Teachers
0 roles eliminated
(0.0% of positions)

Of the roles impacted by budget cuts & restructuring:

76 staff members moved into other positions and will
remain on the team (including in new DLI and ISF roles)

6 staff members had already planned to depart at the end
of this school year

2 positions were already vacant and will remain unfilled

34 staff members will unfortunately be let go after the
2025-26 school year




Proposed FY27 Budget: Overview

Enrollment Total Revenue Total Expenses Projected Surplus We must hit several complex
financial covenants and

2’094 S45.2M $43.1M +$2.1M benchmarks, so we target a 5%

network-wide operating surplus.

Key Revenue Changes from FY26 Key Expense Changes from FY26
e State aid increased due to enrollment and COLA e Personnel expenses reduced due to adjusted staffing
(+52.6M) model (-S1.7M)
e  State SPED revenue increased due to an increase e Rentincreased primarily due to OCP's new lease
in the per-ADA funding rate (+5954K) expense (+5962K)
® School fundraising decreased due to the e Reductions in legal, audit, PR/recruitment, and
recognition of the one-time CSGF operating professional development services (-5376K)

grant in FY26 (-51.5M) . .
e Interest expenses increased to incorporate

additional loan repayment schedules (+5143K)



Longer-Term Financial Stability

While we need to make structural shifts and difficult cuts to the budget this
year, these changes set Navigator on a path toward financial stability.

Navigator Schools Revenue vs. Expenses ® After 3 years of budget deficits

— Revenue — Expenses (expenses outpacing revenue),
we are planning for a 4.95%
SeoM surplus in 2026-27
S50M e Stabilizing our staffing and

programmatic model sets us up
to maintain a healthy surplus in
future years

$40M
$30M

$20M
202223  2023-24 202425 202526  2026-27  2027-28 202829  2028-30

* Slide added 5/28 for clarity



Adapting in Real Time

We have been actively working to stabilize our finances and have made
real-time adjustments. This proposed budget differs from the April draft.

=> Includes updates from the Governor’s revised budget including an increase in the
state revenue COLA from 2.41% to 4.3% and an increase from $998 per ADA to $1,340
per ADA for the special education base rate (among other changes).

=> Increases the projected enrollment in existing schools to match acceptances from the
2026 lottery.

=> Decreases enrollment, revenue, and expenditures on the new Orange Prep school to
recognize the postponement of the high school and a reduction in enrollment from
250 to 70.



Risks in the FY27 budget

Every budget contains elements of uncertainty. This budget includes some
risks that may significantly affect performance against targets

® The FY26 actuals have not yet been audited and will impact beginning balances

e The budget is dependent upon the California legislature approving and the governor signing an
annual budget consistent with the Governor’s May Revise

e While enrollment targets are based upon lottery results, significant unanticipated decreases in
enrollment or attendance could require cuts in expenses

® OCP’s enrollment is uncertain and may vary considerably from the 70 student estimate.

e No significant legal reserve is included in this budget and any adverse judgement not covered
by insurance will impact the anticipated end of year surplus

e We will need to closely monitor both cash and interest expense



Our Commitments Going Forward

We commit to sharing context, planning carefully, and protecting the
interests of our school community.

\/ Share financial reporting transparently with accurate, real-time data
\/ Provide updates on budgeting as the financial outlook changes
\/ Protect the student experience

\/ Make tradeoffs and major decisions thoughtfully, transparently, & with community input



Agenda

Opening Items Community Closing Items

e (Call the Meeting e  Covenant Waiver e  Public Comment e Committee Vote
to Order; Roll Amendments (30 min) on Proposed
Call Vote to . i . Budget 2026-27

] inancials as of

Establish a . March 31 e Adjourn
Quorum; Motion
to Approve e  Proposed Budget
Agenda 2026-27

e  Approve Prior
Minutes

e Opening

Comments from
Committee Chair

e Opening
Comments from
CEO



e Covenant Waiver Amendments
e Financials as of March 31 (Charter Impact slides)

e Proposed Budget 2026-27 (Charter Impact slides)



Agenda

Opening Items

Call the Meeting
to Order; Roll
Call Vote to
Establish a
Quorum; Motion
to Approve
Agenda
Approve Prior
Minutes
Opening
Comments from
Committee Chair
Opening
Comments from
CEO

Business & Finance

Covenant Waiver
Amendments

Financials as of
March 31

Proposed Budget
2026-27

Public Comment
(30 min)

Closing Items

e Committee Vote
on Proposed
Budget 2026-27

e Adjourn



Public Comment (30 minutes)

We want to hear from you.

* Based on the number of people we expect are interested in offering public
comment, each speaker will have 1 minute.

* Whenitis your turn to speak, we will unmute your microphone.

 We are unable to respond to questions directly during the public comment
period, but we will address major themes after we hear from all of you.

We ask speakers to remain respectful
and mindful of time limits so everyone
has an opportunity to participate.



http://www.youtube.com/watch?v=Ec9FSxwPea0

Agenda

Opening Items Business & Finance Community

Closing Items

Call the Meeting
to Order; Roll
Call Vote to
Establish a
Quorum; Motion
to Approve
Agenda
Approve Prior
Minutes
Opening
Comments from
Committee Chair
Opening
Comments from
CEO

Covenant Waiver
Amendments

Financials as of
March 31

Proposed Budget
2026-27

Public Comment
(30 min)

Committee Vote
on Proposed
Budget 2026-27

Adjourn



Finance Committee: Recommendation Request

The Finance Committee is asked to review the proposed 2026-27 budget and
vote on a recommendation to the full Board.

® Are the revenue assumptions reasonable and adequately supported?

® Are expense assumptions consistent with the structural changes made? Are there
unaccounted risks?

® |sthe cash flow plan, including refinancing, credible and achievable on the projected
timeline?

® Are authorizer compliance expectations being met or on a clear path to being met?

® Are there outstanding concerns that must be resolved before recommending the budget?

MOTION: Finance Committee vote to recommend the proposed 2026-27 budget to the Navigator Schools Board of Directors
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Thank You

We know this has been a difficult period. We are committed to doing this work with
honesty, humility, and a genuine focus on what is best for our students and staff.





