NOTICE OF PROPOSED RULEMAKING ACTION

SCHOLARSHARE INVESTMENT BOARD

Title 5, Division 4.5, Chapter 3
California Code of Regulations

NOTICE IS HEREBY GIVEN that the ScholarShare Investment Board (SIB), organized and
operating pursuant to Cal. Educ. Code Tit. 3, Div. 5, Pt. 42, Ch. 2, Art. 19.5, proposes to adopt
the proposed regulations described below after considering all comments, objections and
recommendations regarding the proposed action. Any person interested may present statement
or arguments relevant to the proposed action to the attention of the Contact Person as listed in
this Notice no later than November 25, 2025 at 11:59 PM Pacific Standard Time. SIB, upon its
own motion or at the instance of any interested party, may thereafter adopt the proposal
substantially as described below or may modify such proposals if such modifications are
sufficiently related to the original text. With the exception of technical or grammatical changes,
the full text of any modified proposal will be available for 15 days prior to its adoption from the
person(s) designated in this notice as Contact Person and will be mailed to those persons who
submit statements related to this proposal or who have required notification of any changes to the
proposal.

Proposed Regulatory Action

SIB proposes to amend Sections 31010, 31016, and 31018 of Title 5, Division 4.5, Chapter 3 of
the California Code of Regulations (Regulations). The Regulations implement SIB’s
responsibilities and other details related to the California Kids Investment and Development
Savings Program (CalKIDS or Program).

Authority and Reference

Authority: Sections 69996.4, Education Code. Sections 69996.4 provides SIB with the authority
to carry out the duties and obligations of the Program pursuant to this article and have all other
powers as may be necessary for the effectuation of the purposes, objectives, and provisions of
this article. Subsection 69996.4(n) of the Education Code provides SIB the authority to adopt
regulations for the implementation and administration of the Program.

Reference: Sections 69996 — 69996.9 of the Education Code. These Regulations implement the
CalKIDS Program and include a number of the requirements of that program contained in the
reference code provisions and their implementing Regulations.

Informative Digest/Policy Statement Overview

SIB was created in 1997 under the Golden State ScholarShare Trust Act with the passage of
federal legislation allowing states to create and administer their own qualified tuition program as
articulated in section 529 of the Internal Revenue Tax Code. SIB is responsible for the



administration of the Golden State Scholarshare College Savings Trust (Education Code section
69980, et seq.).

In 2019, Governor Newsom signed into law Senate Bill 77, which initially created the CalKIDS
Program. This bill, along with subsequent legislation, established the CalKIDS Program, with the
intent of providing college funds for each child born in California and eligible California public
school students. SIB is responsible for maintaining designated beneficiary account deposits and
information within the CalKIDS Account for the purpose of funding qualified higher education
expenses. These accounts shall be funded by any grants, gifts, appropriations, and other moneys
from any unit of federal, state, or local government or any other person, firm, partnership, or
corporation for deposit. In 2022, SIB formally launched the CalKIDS program by making
accounts accessible to participants and performing all duties associated with the program.

This regulatory action is a first reading of proposed revisions to title 5 of the California Code of
Regulations governing the California Kids Investment and Development Savings Program
(CalKIDS). The ScholarShare Investment Board (SIB) has identified multiple regulatory barriers
to the program that are addressed in this proposal and described below.

First, the proposed regulatory action will clarify an important definition in how participants
access their CalKIDS Account. Existing law does not specify the term “register” or “claim,”
which is used in program communications. We believe creating this regulatory definition will
provide more clarity to the public as these terms are used in communications to eligible
Beneficiaries.

- Adding guide information
- Clarifying appeals

Secondly, the proposed regulatory action will reclassify a term written into existing regulations,
which is not commonly used in program administration. Existing regulations refers to a
participant utilizing their CalKIDS monies for a qualified expense as a withdrawal. However, in
administering the Program we refer to this action as a distribution since the funds are sent
directly to the institution selected by the Beneficiary. A withdrawal, on the other hand, suggests
that the money is provided directly to the Beneficiary. As such, we believe this statutory change
will provide more clarity to the public as this term is using in our communications to eligible
Beneficiaries.

Thirdly, the proposed regulatory action will add a set of guidelines for both Beneficiaries and
institutions of higher education in processing the CalKIDS funds. Current law is insufficient in
addressing critical questions related to a Beneficiary’s ability to use the funds given specified
situations. Broadly, this includes information about enrollment status, when funds may be
processed, and situations if a Beneficiary’s academic status at the institution changes.

Lastly, the proposed regulatory action will incorporate by reference the “CalKIDS Age-Based
Appeal Form (October 2025),” on which a Beneficiary can appeal to utilize their funds after
turning age 26. This is consistent with Education Code 69996.3(j)(2) which states, “subject to
available funding, the board may establish an appeal process to allow a beneficiary to use the



moneys designated for the beneficiary in a KIDS Account after the beneficiary turns 26 years of
age.” This form, which serves as the appeal process, is not currently incorporated into existing
law.

The broad objective of the regulations is to provide details about the CalKIDS Program and to
ensure CalKIDS Beneficiaries can utilize their available funds with ease. The specific benefits
anticipated from the regulations are increased participation in the Program and clarity for

institutions of higher education responsible for administering distributions of CalKIDS funds.

Evaluation of Inconsistency / Incompatibility with Existing State Regulations

The Department has conducted an evaluation of this proposed regulation and has determined that
it is not inconsistent or incompatible with existing state regulations.

Other Matters Prescribed by Statutes Applicable
To the Specific State Agency or to any
Specific Regulation or Class of Regulations

No other matters prescribed by statute are applicable to SIB or to any specific Regulation or class
of Regulations pursuant to Section 11346.5(a)(4) of the California Government Code pertaining
to the proposed Regulations or SIB.

Mandate on Local Agencies or School Districts

SIB has determined that the Regulations do not impose a mandate on local agencies or school
districts.

Fiscal Impact

SIB has determined that the Regulations do not impose any additional cost or savings to any state
agency, any costs to any local agency or school district requiring reimbursement under Part 7
(commencing with Section 17500) of Division 4 of Title 2 of the Government Code, any other
non-discretionary cost or savings to any local agency, or any cost or savings in federal funding to
the State.

Initial Determination Regarding any Significant Statewide Adverse Economic
Impact Directly Affecting Business

SIB has made an initial determination that the Regulations will not have any significant
statewide adverse economic impact directly affecting businesses, including the ability of

California businesses to compete with businesses in other states.

Effect on Small Businesses



SIB has determined that the adoption of the Regulations will not affect small businesses. Small
businesses will not be enrolled in the program. As such, they will not be impacted by the
proposed Regulations.

Cost Impacts

SIB has determined that the regulations will have a negligible cost impact on a private person.
The regulations describe guidelines to institutions processing CalKIDS funds intended for higher
education expenses. CalKIDS participants eligible for using their funds are provided an initial
amount of $500 and a subsequent $500 or $1,000 depending on their status as a foster youth,
homeless, or both. An assumption of the regulations’ impact on a private person is provided
below.

As of June 30, 2025, 99,978 students have used their CalKIDS funds for a higher education
expense, totaling $53,485,734 distributed to institutions of higher education. In the absence of
guidelines for institutions, SIB has received more than 5,000 returned checks from the
institutions of higher education over three years. This accounts for an average of approximately
1,600 returned checks each year. Assuming each account is worth at least $500, this equates to a
program impact of approximately $800,000 annually in CalKIDS funds which could be used for
higher education expenses. The purpose of these regulations is to limit the individual impacts
($500 - $1,500) for each participant.

SIB is not aware of any cost impacts a business would necessarily incur in reasonable
compliance with the proposed action.

Assessment of Effect on Jobs and
Business Expansion, Elimination or Creation

Adoption of these regulations will not: (1) create or eliminate jobs within California; (2) create
new businesses or eliminate existing businesses within California. Adoption of these regulations
will have a limited effect on the expansion of businesses currently doing business within
California.

Assessment of Benefits on Health and Welfare of California Residents, Worker
Safety, and the State’s Environment

As stated above, adoption of these regulations will specifically benefit CalKIDS Beneficiaries,
foster increased participation in the program, and provide clarity for institutions of higher
education responsible for administering these funds. The proposed regulations are not expected
to affect worker safety or the state’s environment.

Cost Impact on Housing

The Regulations will not have any effect on housing costs.



Reasonable Alternatives

In accordance with Government Code Section 11346.5(a)(13), SIB must determine that no
reasonable alternative to the Regulations considered by SIB or that has otherwise been identified
and brought to the attention of SIB would be more effective in carrying out the purpose for
which the Regulations are proposed, or would be as effective and less burdensome to affected
private persons than the Regulations, or would be more cost-effective to affected private persons
and equally effective in implementing the statutory policy or other provision of law.

SIB invites interested persons to present statements with respect to alternatives to the
Regulations during the written comment period.

Agency Contact Person(s)

Written comments, inquiries, and any questions regarding the substance of the Regulations shall
be submitted or directed to:

Noah Lightman, Manager, Children’s Savings Account Initiatives
ScholarShare Investment Board

901 P Street, Room 313-B

Sacramento, CA 95814

ScholarShare(@treasurer.ca.gov

(916) 651-6380

The following person is designated as a backup contact person for inquiries only regarding the
Regulations:

Stanley Zeto, Deputy Director
ScholarShare Investment Board
901 P Street, Room 313-B
Sacramento, CA 95814
Stanley.Zeto(@treasurer.ca.gov
(916) 651-6380

Written Comment Period
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Any interested person, or his or her authorized representative, may submit written comments
relevant to the Regulations to SIB. The written comment period on the Regulations will end on
November 25, 2025 at 11:59 PM Pacific Standard Time. All comments to be considered by SIB
must be submitted in writing to the Agency Contact Person identified in this Notice by that time.
In the event that changes are made to the Regulations during the written comment period, SIB
will also accept additional written comments limited to any changed or modified Regulations for
15 calendar days after the date on which such Regulations, as changed or modified are made
available to the public pursuant to title 1, Chapter 1, Section 44 of the California Code of
Regulations. Such additional written comments should be addressed to the Agency Contact
Person identified in this Notice.

Availability of Initial Statement of Reasons, Final Statement of Reasons,
Rulemaking File and Express Terms of Proposed Regulations

Pursuant to the California Government Code, SIB has established a rulemaking file for this
regulatory action, which contains those items required by law. The file is available for
inspection at SIB’s office at 901 P Street, Room 313-B, Sacramento, California, during normal
business hours. As of the date this Notice is published in the Notice Register, the rulemaking file
consists of this Notice, the Initial Statement of Reasons, the Final Statement of Reasons, and the
proposed text of the Regulations. Copies of these items are available upon request, from the
Agency Contact Person designated in this Notice. The Sacramento address will also be the
location for inspection of the rulemaking file and any other public records, including reports,
documentation and other materials related to this proposed regulatory action. In addition, the
rulemaking file, including the Initial Statement of Reasons, the Final Statement of Reasons, and
the proposed text, may be viewed on SIB’s Web site at www.treasurer.ca.gov/scholarshare.

Public Hearing

No public hearing regarding the Regulations has been scheduled. Anyone wishing a public
hearing must submit a request in writing, pursuant to Section 11346.8 of the Government Code,
to SIB at least 15 days before the end of the written comment period. Such request should be
addressed to the Agency Contact Person identified in this Notice and should specify the
Regulations for which the hearing is being requested.

15-Day Availability of Changed or Modified Text

After the written comment period ends and following a public hearing, if any is requested, SIB
may adopt the Regulations substantially as described in this Notice, without further notice. If
SIB makes modifications that are sufficiently related to the originally proposed text, it will make
the modified text (with the changes clearly indicated) available to the public (including through
SIB’s Web site described above) for at least fifteen (15) calendar days before SIB adopts the
proposed Regulations, as modified. Inquiries about and requests for written copies of any
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changed or modified regulations should be addressed to the Agency Contact Person identified in
this Notice.



