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Revenue collections in April were well below the level projected in January. However, there are no budget 
cuts for education included in the Governor’s May Revision. In fact, both ongoing and one-time dollars for 
education increase slightly from the planned January expenditure levels. 
 
Looking to the future, the Governor is careful to point out that the state’s projections do not assume a 
recession, but do assume that Proposition 30 temporary taxes expire. Under these assumptions, the state 
forecasts large deficits, which grow even higher if a recession should develop. 
 
The May Revision is silent on topics of local school district reserve levels and the effect of the California 
State Teachers’ Retirement System and the California Public Employees’ Retirement System increases.  
In his press conference, Governor Brown highlighted last month’s lackluster personal income tax revenue 
and year-to-date weak sales tax receipts, which he estimates at $1.9 billion below January projections, 
noting “the surging tide of revenue is beginning to turn.” 
 
Although during the press conference and in his May Revision summary document, the Governor officially 
remains neutral on the extension of Proposition 30 (“I’m leaving that to the people of California,” he said), 
much attention is given to the effects of the impending expiration of those taxes. The May Revision 
Budget summary notes, “Even if the voters pass this extension of taxes, the longer?term budget outlook 
would be barely balanced . . . if instead the voters do not pass the extension of taxes, the state will need 
to cut spending.” Furthermore, “Given that the state has added considerable ongoing commitments since 
[Proposition 30’s] passage, the budget is currently projected to return to deficit spending when 
Proposition 30 revenues expire.” Expect to hear these talking points repeated until the November 2016 
election. 
 
The Economy and Revenues 
The average home price in California continues to steadily rise. The trough occurred in February 2009 
when home prices averaged $246,000, but as of March 2016, the average home price has increased 
nearly 100% to $483,280. The increased valuations have been a boon for the state’s General Fund, 
specifically with respect to funding for K-12 education. Property taxes, not the state General Fund, have 
paid for the entire increase in education funding. 
 
Proposition 98 
Proposition 98 sets in the State Constitution a series of complex formulas that establish the minimum 
funding level for K-12 education and the community colleges from one year to the next. This target level is 
determined by prior-year appropriations that count toward the guarantee and (1) workload changes as 
measured by the change in K-12 average daily attendance (ADA), and (2) inflation adjustments as 
measured by the change in either per capita personal income or per capita state General Fund revenues, 
whichever is less. Over the last three years, Proposition 98 has provided significant funding increases for 
schools, which have been used to restore cuts that were imposed during the Great Recession. 
While Proposition 98 funding increases slightly over the January proposal, this May Revision reveals that 
the major gains of the recent past have come to an end. The May Revision proposes that Proposition 98 
adjustments for 2014-15, 2015-16, and 2016-17 combined total $626 million. 
 
Local Control Funding Formula 
The Governor’s 2016-17 May Revision continues implementation of the LCFF with an infusion of nearly 
$3 billion in additional Proposition 98 revenues, up $154 million from the January State Budget proposal. 
The LCFF provides funding to transition all school districts toward target funding levels, and provides 
supplemental revenues through percentage weighting factors to increase or improve services for students 
who are not English language proficient, who are from low-income families, or who are in foster care. 
LCFF Target Entitlements for School Districts and Charter Schools 
The target base grants by grade span for 2016-17 are unchanged from 2015-16 because the statutory 
cost-of-living adjustment (COLA) is zero: 



Grade Span 
2015-16 Target 

Base Grant per ADA 0% COLA 
2016-17 Target 

Base Grant per ADA 
TK-3 $7,083 - $7,083 
4-6 $7,189 - $7,189 
7-8 $7,403 - $7,403 
9-12 $8,578 - $8,578 
 
The 2016-17 transitional kindergarten-3 grade span adjustment (GSA) for class-size reduction (CSR) is 
also unchanged from 2015-16 at $737 per ADA, as well as the grade 9-12 GSA, which stays at an 
augmentation of $223 in recognition of the need for career technical education (CTE) courses provided to 
students in the secondary grades. 
 
School districts and charter schools are entitled to supplemental increases equal to 20% of the adjusted 
base grant (which includes CSR and CTE funding) for the percentage of enrolled students who are 
English learners, eligible for the free and reduced-price meals program, or in foster care (the unduplicated 
pupil percentage). An additional 50% per-pupil increase is provided as a concentration grant for the 
percentage of eligible students enrolled beyond 55% of total enrollment. 
 
Cost-of-Living Adjustment and Average Daily Attendance 
The May Revision includes no COLA for K-12 education programs. The statutory COLA for K-12 
education is based on the annual average percentage change in value of the federally maintained Implicit 
Price Deflator for state and local governments, and is applied to the LCFF base grant targets, as well as 
other education programs that are funded outside of the LCFF. The estimated statutory COLA for K-12 
education programs in the Governor’s January Budget proposal for 2016-17 was 0.47%, but based on 
final data for the Implicit Price Deflator, the actual COLA percentage is 0.0029%, which rounds to zero. 
 
Special Education  
Special education is one of the casualties of the zero COLA. There is no proposed increase in funding in 
the Governor’s May Revision for special education base programs or special education preschool. The 
Governor has called for another study regarding special education financing. The Public Policy Institute of 
California will release its findings in the fall 2016. 
 
Technology 
The Governor’s January Budget includes no additional funds for technology infrastructure purposes. The 
K-12 High Speed Network continues to implement Round 2 of the Broadband Infrastructure Improvement 
Grants approved in the 2015-16 State Budget and is finalizing a three-year plan to provide LEAs with 
resources to assist in network management to support teaching and learning activities funded from the 
$10 million provided in the 2015-16 State Budget. 
 
Teacher Workforce Actions 
In response to statewide teacher shortages, the May Revision proposes one-time investments to 
accelerate candidates securing a teaching credential and improve statewide recruitment of qualified 
individuals into the teaching profession. 
The Governor proposes $10 million in one-time funds for investment grants to be awarded to private and 
public postsecondary institutions to improve upon or develop four-year integrated teacher credential 
programs, reducing the time to a preliminary teaching credential by up to three years. Competitive grants 
of up to $250,000 would be administered by the Commission on Teacher Credentialing (CTC) and will be 
awarded with preference to proposals that include partnerships with local community colleges and K-12 
LEAs. 
Additional one-time funds of $2.5 million will be provided to support the creation of the California Center 
on Teaching Careers (Center). A competitive multiyear grant will be administered by the CTC to select an 
LEA to administer the Center and provide outreach and support to recruit teachers statewide. 
 
Other Categorical Programs 



To reflect both updated estimates of projected ADA in 2016-17 and the change in COLA from 0.47% to 
zero, proposed appropriations for selected categorical programs will be decreased compared to the 
January proposal by $24.3 million. 
 
Federal Programs 
There was a small uptick in funding for some of the major federal education programs. Title I, which 
supports services to assist low-achieving students enrolled in the highest poverty schools, will receive a 
$138 million increase, of which $29.1 million is one-time. Special education base grants will increase by 
only $41.3 million, of which $5 million is one-time. Migrant education programs, which support services to 
meet the needs of highly mobile children, receive a $14 million increase, of which half is one-time funding. 
The other news at the federal level is the release of the U.S. Department of Education updated Every 
Student Succeeds Act Frequently Asked Questions (FAQs) on Transitioning document. The updated 
FAQs document provides additional clarity regarding transition for supplemental education services funds 
and specific formula grant programs, as well as paraprofessional qualification requirements for the 
upcoming school year. Here are the updated FAQs on Transitioning to the Every Student Succeeds Act. 
 
In Closing 
We are very concerned that over the next couple of years the state will not be able to meet its growing 
obligations and fixed costs. As a result, we advise careful planning and fiscal restraint. As a result of the 
95.7% LCFF implementation rate forecast for 2016-17, we think the time for creating new programs and 
services has passed. We now believe the emphasis should be on stabilizing expenditures, maintaining 
adequate reserves, and planning to sustain current programs. 
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