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What Is The “MAY REVISION”
1



Themes From the May Revision2

� Governor Gavin Newsom released his 2026-2027 May Revision amid 
significant financial and economic uncertainty:



May Revision & The Economy
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• May Revision assumes 
moderate but stable 
growth

• No projected contraction

• May Revision revenues were upgraded by approximately $16.5 billion over 
the budget window due primarily to PIT

• Strong capital gains collections contributed to higher-than-expected 
revenues

• Inflation assumptions increased 
from the Governor’s Budget

• Rising energy prices and global 
uncertainty continue to pose 
inflation risks 

• Higher costs continue to affect 
operating costs across state 
programs • May Revision 

balances both 
2026-27 and 2027-28 
fiscal years 

• Future operating 
deficits reduced, but 
structural risks remain 

• Budget solutions rely 
heavily on continued 
revenue growth and 
economic stability

• Labor market growth continues 
at a slower pace than prior years 

• Hiring activity and job openings 
have moderated 

• Technology and financial 
sectors  significantly influence 
state revenue

• California unemployment remains above the national average 
• Labor market conditions remain stable 
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May Revision & The Economy

The Proposition 98 minimum guarantee is up more than $6 billion 
over the three-year budget window

The May Revision provides significant increases in 
ongoing and one-time resources to LEAs

The statutory cost-of-living adjustment (COLA) is fully 
funded at 2.87% and an additional 1.44% increase is 
provided, but does not apply to all programs and comes 
with new spending requirements [Mandate tied to COLA]

Despite increased revenue, the May Revision continues to under 
appropriate the 2025-26 minimum guarantee by $3.9 billion [Approx. 
$654/ADA or approx. $2.6 Million to BUSD]
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Prop. 98: Determining the Minimum 
Guarantee
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Prop. 98 Funding Maneuver 
Settle-Up vs. Suspension
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Prop. 98 Funding Maneuver 
How Did We Get Here - Again?
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$1.9 Billion Withheld



Prop. 98 Funding Maneuver 
How Did We Get Here - Again?8

If fully funding the 
guarantee, LEAs 
would receive 
roughly $654 more 
per ADA



Prop. 98 Funding Maneuver 
MANDATE tied to COLA – Pregnancy 

Disability Leave
9
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Overview of the California Economy
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Overview of the  California Economy
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Overview of the Federal Economy
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Risks to the California State Budget13



Risks to Prop. 98 & Education
14
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Risks to Prop. 98 & Education – LCFF Share 
of Prop. 98 from 2013-14 to Present15
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Risks to Prop. 98 & Education – Historical 
Revenue & Expenditure Trends16

16

16



2026-27 School District and Charter 
School LCFF Funding Factors17
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Revenue Engine:  2026-2027 LCFF
18
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2026-27 LCFF Funding Factors
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2026-2027 LCFF Funding Factors20



2026-27 Categorical Programs 
Receiving 2.87% COLA
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2026-27:  Special Education Rate 
Increases
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2026-27:  California Special Education 
Expenditures by Revenue Source
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Student Support & Professional 
Development Block Grant
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May Revise – Other Items of Interest25

∙ Local Reserve Cap Triggered: The state's Proposition 98 reserve is projected to reach $10.3 
billion, which exceeds the threshold to trigger the local reserve cap. As a result, for the 2026-27 fiscal 
year, most school districts cannot have a combined assigned and unassigned ending General Fund 
balance that exceeds 10%.

∙ Strict Contractor Requirements: A new proposal requires LEAs to adopt comprehensive contractor 
approval and evaluation policies by July 1, 2027. Contracts must be with licensed, insured entities, 
be nonsectarian, and reflect reasonable market value. Additionally, contractors interacting with 
students must meet background check requirements and maintain safety procedures. Compliance 
will be checked during annual K-12 audits.

∙ Expanded Charter School Oversight: Charter authorizers will face new oversight responsibilities, 
including expanded fiscal monitoring of enrollment, attendance, and credit/debit card transactions.

∙ Prop 28 – Art and Music:  Funding Continues in 2026-2027



May Revise – Other Items of Interest26

∙ Expanded Learning Opportunities Program (ELOP): Funding is increased by $62.4 million to $4.67 
billion ongoing. For "Rate 2" LEAs (those with an unduplicated pupil percentage below 55%), the state 
guarantees a per-pupil funding amount of at least $1,800 moving forward.

∙ Statutory COLA for Categoricals: A 2.87% statutory COLA will be applied to several programs outside 
of the LCFF, including Special Education, Child Nutrition, Youth in Foster Care, and the Mandate Block 
Grant. [No Super COLA]

∙ Teacher Workforce Investments: The budget continues to invest in educator recruitment, including 
$250 million for the Teacher Residency Grant Program and $16.2 million for Golden State Teacher 
Grants targeted at special education credential candidates.

∙ Literacy Coaches and Reading Specialists: The state is providing $440 million in new one-time funds 
to augment the existing grant program and extend its encumbrance period through June 30, 2031.

∙ Community Schools: The budget maintains $1.0 billion in ongoing funds to expand the community 
schools model for sites with an unduplicated pupil percentage of 65% or more.

∙ Menstrual Products Mandate: The state proposes adding the menstrual products mandate (which 
requires free products in 6-12th grade restrooms) to the Mandate Block Grant.

 



May Revise – Other Items of Interest
� Nutrition Investment

� The Governor remains committed to fully funding the Universal School Meals 
Program 

� REMINDER: LEAs1 must provide breakfast and lunch to students that request a 
meal, free of charge for each school day, and LEAs must participate in the 
federal National School Lunch Program (NSLP) and School Breakfast Program 
to receive state reimbursement 

� The Governor is also providing additional funding for the SUN Bucks Program

� $90.7 million in aditional ongoing dollars for a total of $1.94 billion (state funding) in 
2025-26 to fully fund the Universal School Meals Program 

� SUN Bucks Program

� $21.9 million in additional ongoing funding to support the SUN Bucks Program - $120 in 
grocery per eligible child - summer

� 2022-23 KIT Encumbrance and Reporting Extension

� Proposes to extend the 2022-23 Kitchen Infrastructure and Training (KIT) encumbrance and 
reporting deadlines from June 30, 2025, to June 30, 2026 
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PROP 30/55 – Major Concern28



CALSTRS & CALPERS29



Next Steps: Budget Development
30



Next Steps: Budget Development
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Next Steps: Budget Development



Next Steps
� June 10, 2026 BUSD Board Meeting - First Review of 

BUSD 2026-2027 Budget and LCAP;

� June 24, 2026 BUSD Board Meeting to Vote on LCAP 
and Budget Adoption

� August 2026 – Material Revision made to Budget, if 
needed.
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FINAL THOUGHTS?

 

� The Governor’s proposals are 
largely to be expected in a 
softening economy, with a focus 
on maintaining programs instead 
of creating new ones

� What was less expected was the 
Administration’s conditioning 
COLA with a program Mandate 
AND the Prop. 98 Maneuver, 
again.

� THANK YOU FOR ATTENDING

QUESTIONS?
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