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INITIAL STATEMENT OF REASONS
LOCAL CONTROL FUNDING FORMULA, KINDERGARTEN AND GRADES ONE THROUGH THREE GRADE SPAN ADJUSTMENT
INTRODUCTION

Assembly Bill 97 (Chapter 47, Statutes of 2013) enacted the Local Control Funding Formula (LCFF), which eliminated and replaced the decades old revenue limit formula and dozens of categorical programs. The California Department of Education (CDE) is responsible for calculating LCFF entitlements and apportioning funds to Local Educational Agencies (LEAs). LEAs are funded through LCFF commencing with the 2013–14 school year. However, the Department of Finance (DOF) estimates that full funding levels will not be reached until 2020–21.
Pursuant to Education Code section 42238.02, as a condition of receiving a grade span adjustment for kindergarten through grade three grade (K–3 GSA), a component of LCFF, school districts must make progress towards or maintain a K–3 class size average of 24 or less at each school site, unless the district agrees to a collectively bargained alternative. If the annual independent audit of a school district shows that a school district did not comply with these conditions, CDE will retroactively reduce the school district’s funding. 

PROBLEM AGENCY INTENDS TO ADDRESS

Since enactment of the LCFF, the CDE has received numerous questions related to the K–3 GSA conditions, such as the classes or students that are to be included in the class size counts, when the ratio should be counted, and the baseline for new schools for purposes of demonstrating progress towards maintaining an average class size of 24 or less. Regulations are necessary to provide the specificity that is not included in statute, which will enable the CDE and school districts to implement the provisions of the LCFF. 
BENEFITS ANTICIPATED FROM REGULATORY ACTION

The benefit of enacting the proposed regulations will be to provide direction and specificity that school districts can follow for purposes of complying with conditions of LCFF related to K–3 class sizes.
SPECIFIC PURPOSE OF EACH SECTION – GOV. CODE SECTION 11346.2(b)(1)

The specific purpose of each adoption or amendment, and the rationale for the determination that each adoption or amendment is reasonably necessary to carry out the purpose of which it is proposed, together with a description of the public problem, administrative requirement, or other condition or circumstance that each adoption or amendment is intended to address, is as follows:

Proposed section 15498 is added to describe that the purpose of the regulations is to support administration of LCFF.

Proposed section 15498.1 is added to define terms in statute and other terms used in the regulations.

Proposed section 15498.2 is added to establish rules for the treatment of classes that combine pupils in kindergarten through grade three with pupils in any other grade level. This is necessary to ensure that the calculation of the average class size, for classes that include kindergarten through grade three pupils, is reflective of all pupils in the class. 
Proposed section 15498.3 is added to provide a prior year class size average for new school sites, to provide clarity for districts that reorganize, and to allow school districts to use a Department of Finance generated estimate of the LCFF phase-in funding percentage, instead of an actual percentage that will not be known until the end of the school year. This is necessary to facilitate implementation of the calculation related to demonstrating progress towards attaining a class size of 24 or less.  
Economic Impact Analysis PER GOV. CODE SECTION 11346.3(b)

Purpose:

The proposed regulatory action is necessary for local implementation of Education Code section 42238.02 and for the effective administration of and for the determinations thereby required of the State Superintendent of Public Instruction (SSPI) in computing apportionments and allowances from the State School Fund. 
Creation or Elimination of Jobs Within the State of California:

The regulations are designed to provide clarity regarding and to support the administration of statutory requirements related to K–3 class sizes. Adoption of the regulations will not create or eliminate jobs within the State of California.
Creation of New or Elimination of Existing Businesses Within the State of California:

The regulations are designed to provide clarity regarding and to support the administration of statutory requirements related to K–3 class sizes. Adoption of the regulations will not create new or eliminate existing businesses within the State of California.
Expansion of Businesses or Elimination of Businesses Currently Doing Business Within the State of California:

The regulations are designed to provide clarity regarding and to support the administration of statutory requirements related to K–3 class sizes. Adoption of the regulations will not expand or eliminate businesses currently doing business within the State of California.
Benefits of the Regulations to the Health and Welfare of California Residents, Worker Safety, and the State’s Environment:

The anticipated benefit to the regulations is effective state and local implementation of the LCFF provisions that are designed to promote K–3 class sizes of 24 pupils or less. 
OTHER REQUIRED SHOWINGS 
Studies, Reports or Documents Relied Upon – Gov. Code. Section 11346.2(b)(3):

The SBE did not rely upon any technical, theoretical, or empirical studies, reports, or documents in proposing the adoption, amendment, or repeal of these regulations. 

Reasonable Alternatives Considered Or Agency’s Reasons For Rejecting Those Alternatives – Gov. Code Section 11346.2(b)(5)(A):

No other alternatives were presented to or considered by the SBE.
Reasonable Alternatives That Would Lessen The Impact On Small Businesses – Gov. Code Section 11346.2(b)(5)(B):

The proposed regulations only apply to school districts and would have no impact on the private sector, including small businesses.
Evidence Relied Upon To Support the Initial Determination That the Regulations Will Not Have A Significant Adverse Economic Impact on Business – Gov. Code Section 11346.2(b)(5)(A): 
The proposed regulations only apply to school districts and would have no impact on the private sector.  
Analysis Of Whether The Regulations Are An Efficient And Effective Means Of Implementing The Law In The Least Burdensome Manner – Gov. Code Section 11346.3(e)

The regulations have been determined to be the most efficient and effective means of implementing the law in the least burdensome manner. 
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