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ITEM __ 

INCORRECT REDUCTION CLAIM 
DRAFT PROPOSED DECISION 

Government Code Sections 7570-7588 

Statutes 1984, Chapter 1747 (AB 3632); Statutes 1985, Chapter 1274 (AB 882) 

California Code of Regulations, Title 2, Sections 60000-60610 (Emergency regulations effective 
January 1, 1986 [Register 86, No. 1], and re-filed June 30, 1986, effective July 12, 1986 

[Register 86, No. 28] 

Handicapped and Disabled Students 
Fiscal Years 1996-1997, 1997-1998, and 1998-1999 

05-4282-I-03 
County of San Mateo, Claimant 

EXECUTIVE SUMMARY 
Overview 
This incorrect reduction claim (IRC) addresses reductions made by the State Controller’s Office 
(Controller) to reimbursement claims filed by the County of San Mateo (claimant) for costs 
incurred during fiscal years 1996-1997 through 1998-1999 under the Handicapped and Disabled 
Students program.     

The following issues are in dispute:  

• Reductions based on ineligible costs claimed; and 

• Reductions based on understated offsetting revenues and disbursements.1 
The Handicapped and Disabled Students Program  

The Handicapped and Disabled Students program was enacted by the Legislature to implement 
federal law that requires states to guarantee to disabled pupils the right to receive a free and 
appropriate public education that emphasizes special education and related services, including 
psychological and other mental health services, designed to meet the pupil’s unique educational 
needs.  The program shifted to counties the responsibility and funding to provide mental health 
services required by a pupil’s individualized education plan (IEP).  

In 1990 and 1991, the Commission on State Mandates (Commission) approved the test claim and 
adopted parameters and guidelines, authorizing reimbursement for mental health treatment 
services. 

                                                 
1 The total disputed reduction over three fiscal years is $3,323,423. 
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Procedural History 
The claimant’s fiscal year 1996-1997 claim was signed on November 25, 1997.2  The claimant’s 
fiscal year 1996-1997 claim was amended on July 15, 1999.3  The claimant’s fiscal year 1997-
1998 claim was signed on December 31, 1998.4  The claimant’s fiscal year 1998-1999 claim was 
signed on January 31, 2000.5  The claimant’s fiscal year 1998-1999 claim was amended on 
December 5, 2000.6  

On December 26, 2002, the Controller issued a final audit report.7  On April 28, 2003, the 
Controller issued three remittance advice letters.8  On April 28, 2006, the claimant filed this 
IRC.9  On May 4, 2009, the Controller submitted written comments on the IRC.10  On March 15, 
2010, the claimant submitted rebuttal comments.11 

Commission staff issued a draft proposed decision on the IRC on May 28, 2015. 

Commission Responsibilities 
Government Code section 17561(b) authorizes the Controller to audit the claims filed by local 
agencies and school districts and to reduce any claim for reimbursement of state-mandated costs 
that the Controller determines is excessive or unreasonable. 

Government Code Section 17551(d) requires the Commission to hear and decide a claim that the 
Controller has incorrectly reduced payments to the local agency or school district.   If the 
Commission determines that a reimbursement claim has been incorrectly reduced,  
section 1185.9 of the Commission’s regulations requires the Commission to send the decision to 
the Controller and request that the costs in the claim be reinstated. 

The Commission must review questions of law, including interpretation of parameters and 
guidelines, de novo, without consideration of conclusions made by the Controller in the context 
of an audit.  The Commission is vested with exclusive authority to adjudicate disputes over the 
existence of state-mandated programs within the meaning of article XIII B, section 6.12  The 
Commission must also interpret the Government Code and implementing regulations in 
accordance with the broader constitutional and statutory scheme.   In making its decisions, the 
                                                 
2 Exhibit A, IRC 05-4282-I-03, at p. 20. 
3 Exhibit A, IRC 05-4282-I-03, at p. 26. 
4 Exhibit A, IRC 05-4282-I-03, at p. 40. 
5 Exhibit A, IRC 05-4282-I-03, at p. 52. 
6 Exhibit A, IRC 05-4282-I-03, at p. 59. 
7 Exhibit A, IRC 05-4282-I-03, at p. 71. 
8 Exhibit A, IRC 05-4282-I-03, at pp. 1; 373-377. 
9 Exhibit A, IRC 05-4282-I-03, at p. 1. 
10 Exhibit B, Controller’s Comments. 
11 Exhibit C, Claimant Rebuttal. 
12 Kinlaw v. State of California (1991) 54 Cal.3d 326, 331-334; Government Code sections 
17551, 17552.  
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Commission must strictly construe article XIII B, section 6 and not apply it as an “equitable 
remedy to cure the perceived unfairness resulting from political decisions on funding 
priorities.”13 

With regard to the Controller’s audit decisions, the Commission must determine whether they 
were arbitrary, capricious, or entirely lacking in evidentiary support.  This standard is similar to 
the standard used by the courts when reviewing an alleged abuse of discretion of a state 
agency.14    

The Commission must also review the Controller’s audit in light of the fact that the initial burden 
of providing evidence for a claim of reimbursement lies with the claimant.15  In addition, section 
1185.1(f) and 1185.2(c) of the Commission’s regulations requires that any assertions of fact by 
the parties to an IRC must be supported by documentary evidence.  The Commission’s ultimate 
findings of fact must be supported by substantial evidence in the record.16 

Claims 
The threshold issue in this matter is whether the IRC was timely filed, based on former section 
1185 of the Commission’s regulations.  Because staff concludes that it was not, the remaining 
issues are not addressed in this analysis. 

Staff Analysis 
Former section 1185 of the Commission’s regulations, at the time pertinent to the filing of this 
IRC, provided that an IRC “shall be filed with the commission no later than three (3) years 
following the date of the Office of State Controller’s remittance advice or other notice of 
adjustment notifying the claimant of a reduction.”17 

Here, the remittance advice letters dated April 28, 2003 are acknowledged by both 
parties,18 and included in the record.19  Based on those documents, a claim filed on or 
before April 28, 2006 would be timely, being “no later than three (3) years following the 
date...” of the remittance advice.  The Commission’s completeness letter, issued to the 

                                                 
13 County of Sonoma, supra, 84 Cal.App.4th 1264, 1280, citing City of San Jose v. State of 
California (1996) 45 Cal.App.4th 1802, 1817.  
14 Johnston v. Sonoma County Agricultural (2002) 100 Cal.App.4th 973, 983-984.  See also 
American Bd. of Cosmetic Surgery, Inc. v. Medical Bd. of California (2008) 162 Cal.App.4th 
534, 547. 
15 Gilbert v. City of Sunnyvale (2005) 130 Cal.App.4th 1264, 1274-1275. 
16 Government Code section 17559(b), which provides that a claimant or the state may 
commence a proceeding in accordance with the provisions of section 1094.5 of the Code of Civil 
Procedure to set aside a decision of the Commission on the ground that the Commission’s 
decision is not supported by substantial evidence in the record. 
17 Code of Regulations, title 2, section 1185 (as amended, Register 2003, No. 17). 
18 See Exhibit B, Controller’s Comments, page 19; Exhibit C, Claimant Rebuttal Comments, 
page 4. 
19 Exhibit A, IRC 05-4282-I-03, at pp. 373-377; Exhibit B, Controller’s Comments, at p. 19. 
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claimant and the Controller on June 6, 2006, states that the Commission received an IRC 
filing from the County of San Mateo on April 27, 2006, and after requesting additional 
documentation determined that filing to be complete on May 25, 2006.20  However, the 
remittance advice letters were not the first notice of adjustment in the record, and the 
Commission has previously found that the earliest notice of an adjustment which also 
provides a reason for the adjustment triggers the period of limitation to run.21  Instead, 
the final audit report, issued December 26, 2002, triggers the period of limitation to run:  
it identifies the claim components adjusted, the amounts, and the reasons for adjustment, 
and constitutes “other notice of adjustment notifying the claimant of a reduction,” within 
the meaning of the Commission’s regulations.22  The claimant’s and the Controller’s 
reliance on the April 28, 2003 remittance advice letters is misplaced.  Based on the 
issuance of the audit report, a timely claim could be filed only until December 26, 2005, 
and this claim, filed April 27, 2006, was beyond the regulatory period of limitation. 

1. The general rule is that a statute of limitations attaches and begins to run at the time the 
cause of action accrues, and none of the exceptions or special rules of accrual apply here. 

The general rule, supported by a long line of cases, is that a statute of limitations attaches when a 
cause of action arises; when the action can be maintained.23  The California Supreme Court has 
described statutes of limitations as follows:  “Critical to applying a statute of limitations is 
determining the point when the limitations period begins to run.”24  Generally, the Court noted, 
“a plaintiff must file suit within a designated period after the cause of action accrues.”25  The 
cause of action accrues, the Court said, “when [it] is complete with all of its elements.”26   

Here, the “last element essential to the cause of action,” pursuant to Government Code section 
17558.5 and former section 1185 (now 1185.1) of the Commission’s regulations, is a notice to 
the claimant of the adjustment, which includes the reason for the adjustment.  This is consistent 
with Government Code section 17558.5(c), which requires the Controller to notify a claimant in 
writing of any adjustment to a claim resulting from an audit or review,27 and with former section 
1185 of the Commission’s regulations, which provides that incorrect reduction claims shall be 
filed not later than three years following the notice of adjustment, and that the filing must include 
a detailed narrative describing the alleged reductions and “[a] copy of the final state audit report 
                                                 
20 Exhibit X, Completeness Letter, dated June 6, 2006. 
21 See Adopted Decision, Collective Bargaining, 05-4425-I-11. 
22 Code of Regulations, title 2, section 1185 (Register 2003, No. 17). 
23 See, e.g., Osborn v. Hopkins (1911) 160 Cal. 501, 506 [“[F]or it is elementary law that the 
statute of limitations begins to run upon the accrual of the right of action, that is, when a suit may 
be maintained, and not until that time.”]; Dillon v. Board of Pension Commissioners (1941) 18 
Cal.2d 427, 430 [“A cause of action accrues when a suit may be maintained thereon, and the 
statute of limitations therefore begins to run at that time.”].  
24 Pooshs v. Phillip Morris USA, Inc. (2011) 51 Cal.4th 788, at p. 797. 
25 Ibid [citing Code of Civil Procedure section 312]. 
26 Ibid [quoting Norgart v. Upjohn Co. (1999) 21 Cal.4th 383, 397]. 
27 Government Code section 17558.5 (added, Stats. 1995, ch. 945 (SB 11)). 
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or letter or the remittance advice or other notice of adjustment from the Office of State Controller 
that explains the reason(s) for the reduction or disallowance.”28  Therefore, interpreting former 
section 1185 consistently with Government Code section 17558.5, staff finds that the last 
essential element of an IRC is the issuance by the Controller of a notice of adjustment that 
includes the reason for the adjustment. 

Though more recent cases have relaxed the general accrual rule or recognized exceptions to the 
general rule based on a plaintiff’s notice of facts constituting the cause of action, none of those 
exceptions apply here.  Although “there appears to be a definite trend toward the discovery rule 
and away from the strict rule in respect of the time for the accrual of the cause of action...”,29 
here, the claimant had knowledge of the reduction no later than when it received the final audit 
report. 

Moreover, an IRC is founded upon a reduction in a claimant’s reimbursement for a given fiscal 
year, and cannot reasonably be filed before a claimant is aware that the underlying reduction has 
been made.  Therefore, the delayed discovery rules developed by the courts are not applicable to 
an IRC, because by definition, once it is possible to file the IRC, the claimant has sufficient 
notice of the facts constituting the claim. 

2. As applied to this IRC, the three year period of limitation attached to the final audit report 
issued December 26, 2002, and the IRC filed April 28, 2006 was not timely. 

As discussed above, the general rule of accrual of a cause of action is that the period of 
limitations attaches and begins to run when the claim accrues, or in other words upon the 
occurrence of the last element essential to the cause of action.  The above analysis demonstrates 
that the general rule, applied consistently with Government Code section 17558.5 and Code of 
Regulations section 1185.1 (formerly 1185) means that an IRC accrues and may be filed when 
the claimant receives notice of a reduction and the reason(s) for the reduction.  And, as discussed 
above, none of the established exceptions to the general accrual rule apply as a matter of law to 
IRCs generally.  However, both the claimant and the Controller contend that the remittance 
advice letters issued April 28, 2003 trigger the period of limitation, and that an IRC filed within 
three years of that date would be timely.  Staff finds that both the Controller and the claimant are 
incorrect. 

                                                 
28 Code of Regulations, title 2, section 1185 (Register 2003, No. 17). 
29 Warrington v. Charles Pfizer & Co., (1969) 274 Cal.App.2d 564, 567 [citing delayed accrual 
based on discovery rule for medical, insurance broker, stock broker, legal, and certified 
accountant malpractice and misfeasance cases]; Neel v. Magana, Olney, Levy, Cathcart & 
Gelfand, 6 Cal.3d at p. 190 [court presumed “the inability of the layman to detect” an attorney’s 
negligence or misfeasance, and therefore held that “in an action for professional malpractice 
against an attorney, the cause of action does not accrue until the plaintiff knows, or should know, 
all material facts essential to show the elements of that cause of action.”]; Seelenfreund v. 
Terminix of Northern California, Inc. (1978) 84 Cal.App.3d 133, 138 [“appellant, in light of the 
specialized knowledge required [to perform structural pest control], could, with justification, be 
ignorant of his right to sue at the time the termite inspection was negligently made and 
reported…”]. 
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a. The general accrual rule must be applied consistently with Government Code section 
17558.5(c). 

As noted above, the period of limitation for filing an IRC was added to the Commission’s 
regulations effective September 13, 1999 to require that an IRC be filed “no later than three (3) 
years following the date of the State Controller's remittance advice notifying the claimant of a 
reduction.”30  On April 21, 2003, section 1185 was amended to state: 

All incorrect reduction claims shall be filed with the commission no later than 
three (3) years following the date of the Office of State Controller's remittance 
advice or other notice of adjustment notifying the claimant of a reduction.31 

In addition, section 1185 was amended to require than an IRC filing include “[a] copy of the 
final state audit report or letter or the remittance advice or other notice of adjustment from the 
Office of State Controller that explains the reason(s) for the reduction or disallowance.”32 

Based on the plain language of these provisions, the Commission’s regulation on point is 
consistent with the general rule that the period of limitation to file an IRC begins to run when the 
claimant first receives notice of a reduction. 

Here, the issuance of the final audit report on December 26, 2002 provided sufficient notice of 
the reasons for and amounts of the reductions.  An audit report, therefore, constitutes “other 
notice of adjustment,” within the meaning of former section 1185(b), and is one of several 
possible notice documents that must be included in an IRC filing pursuant to the regulations, 
along with a “letter or the remittance advice or other notice of adjustment...”33  Therefore, an 
audit report is sufficient to begin the period of limitation to run, and based on the strong 
preference in case law for beginning a statute of limitation at the earliest time that the claim can 
be maintained, the three year period here must be held to attach to the issuance of the audit 
report. 

b. The three year period of limitation found in former Section 1185 of the Commission’s 
regulations is applicable to this incorrect reduction claim, and does not constitute an 
unconstitutional retroactive application of the law. 

In 1999, the following was added to section 1185(b) of the Commission’s regulations: 

All incorrect reduction claims shall be submitted to the commission no later than 
three (3) years following the date of the State Controller's remittance advice 
notifying the claimant of a reduction.34 

This regulation was in effect in December 2002, when the final audit report was issued.  Then, 
on April 21, 2003, section 1185 was amended to state: 

                                                 
30 Code of Regulations, title 2, section 1185(b) (Register 1999, No. 38) [emphasis added]. 
31 Register 2003, No. 17. 
32 Code of Regulations, title 2, section 1185(e) (Register 2003, No. 17). 
33 Code of Regulations, title 2, section 1185(e) (Register 2003, No. 17). 
34 Code of Regulations, title 2, section 1185 (Register 1999, No. 38). 
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All incorrect reduction claims shall be filed with the commission no later than 
three (3) years following the date of the Office of State Controller's remittance 
advice or other notice of adjustment notifying the claimant of a reduction.35 

The courts have held that “[i]t is settled that the Legislature may enact a statute of limitations 
‘applicable to existing causes of action or shorten a former limitation period if the time allowed 
to commence the action is reasonable.”36  A limitation period is “within the jurisdictional power 
of the legislature of a state,” and therefore may be altered or amended at the Legislature’s 
prerogative.37  The Commission’s regulatory authority must be interpreted similarly.38  However, 
“[t]here is, of course, one important qualification to the rule: where the change in remedy, as, for 
example, the shortening of a time limit provision, is made retroactive, there must be a reasonable 
time permitted for the party affected to avail himself of his remedy before the statute takes 
effect.”39   

The California Supreme Court has explained that “[a] party does not have a vested right in the 
time for the commencement of an action.”40  And neither “does he have a vested right in the 
running of the statute of limitations prior to its expiration.”41  If a statute “operates immediately 
to cut off the existing remedy, or within so short a time as to give the party no reasonable 
opportunity to exercise his remedy, then the retroactive application of it is unconstitutional as to 
such party.”42  The California Supreme Court has held that approximately one year is more than 
sufficient, but has cited to decisions in other jurisdictions providing as little as thirty days.43 

                                                 
35 Register 2003, No. 17. 
36 Scheas v. Robertson (1951) 38 Cal.2d 119, 126 [citing Mercury Herald v. Moore (1943) 22 
Cal.2d 269, 275; Security-First National Bank v. Sartori (1939) 34 Cal.App.2d 408, 414]. 
37 Scheas, supra, at p. 126 [citing Saranac Land & Timber Co v. Comptroller of New York, 177 
U.S. 318, 324]. 
38 Yamaha Corp. of America v. State Board of Equalization (1998) 19 Cal.4th 1, 10 [Regulations 
of an agency that has quasi-legislative power to make law are treated with equal dignity as to 
statutes]; Butts v. Board of Trustees of the California State University (2014) 225 Cal.App.4th 
825, 835 [“The rules of statutory construction also govern our interpretation of regulations 
promulgated by administrative agencies.”]. 
39 Rosefield Packing Company v. Superior Court of the City and County of San Francisco (1935) 
4 Cal.2d 120, 122. 
40 Liptak v. Diane Apartments, Inc. (1980) 109 Cal.App.3d 762, 773 [citing Kerchoff-Cuzner 
Mill and Lumber Company v. Olmstead (1890) 85 Cal. 80]. 
41 Liptak, supra, at p. 773 [citing Mudd v. McColgan (1947) 30 Cal.2d 463, 468]. 
42 Rosefield Packing Co., supra, at pp. 122-123. 
43 See Rosefield Packing Co., supra, at p. 123 [“The plaintiff, therefore, had practically an entire 
year to bring his case to trial…”]; Kerchoff-Cuzner Mill and Lumber Company v. Olmstead 
(1890) 85 Cal. 80 [thirty days to file a lien on real property].  See also Kozisek v. Brigham 
(Minn. 1926) 169 Minn. 57, 61 [three months]. 
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Here, the amended regulation adopted April 21, 2003 broadened the scope of notice that could 
trigger the period of limitation to run, with the words “or other notice of adjustment...”44  
Applying the three year period of limitation to the December 26, 2002 audit report means the 
limitation period would have expired on December 26, 2005, approximately thirty-two months 
after the limitation period was altered by the regulation.   Based on the cases cited above, and 
those relied upon by the California Supreme Court in its reasoning, that period is more than 
sufficient to satisfy any due process concerns with respect to application of section 1185 of the 
Commission’s regulations to the pending limitation period in this IRC. 

Conclusion 
Based on the foregoing, staff finds that the regulatory period of limitation applies from the date 
of the final audit report, which provided the earliest notice of a reduction, along with reasons for 
the reduction(s).  And, based on the evidence in this record, that application does not violate the 
claimant’s due process rights or otherwise constitute an unconstitutional retroactive application. 

Staff Recommendation 
Staff recommends that the Commission adopt the proposed decision to deny the IRC, and 
authorize staff to make any technical, non-substantive changes following the hearing. 

  

                                                 
44 Code of Regulations, title 2, section 1185 (Register 2003, No. 17). 
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BEFORE THE 
COMMISSION ON STATE MANDATES 

STATE OF CALIFORNIA 
IN RE INCORRECT REDUCTION CLAIM 
ON: 

Government Code Sections 7570-7588 

Statutes 1984, Chapter 1747 (AB 3632); 
Statutes 1985, Chapter 1274 (AB 882)  

California Code of Regulations, Title 2, 
Sections 60000-60610 (Emergency regulations 
effective January 1, 1986 [Register 86, No. 1], 
and re-filed June 30, 1986, designated effective 
July 12, 1986 [Register 86, No. 28] 

Fiscal Years 1996-1997, 1997-1998, and  
1998-1999 

County of San Mateo, Claimant 

Case No.:  05-4282-I-03 

Handicapped and Disabled Students 
DECISION PURSUANT TO 
GOVERNMENT CODE SECTION 17500 ET 
SEQ.; CALIFORNIA CODE OF 
REGULATIONS, TITLE 2, DIVISION 2,  
CHAPTER 2.5. ARTICLE 7 

(Adopted July 24, 2015) 

 

DECISION 
The Commission on State Mandates (Commission) heard and decided this incorrect reduction 
claim (IRC) during a regularly scheduled hearing on July 24, 2015.  [Witness list will be 
included in the adopted decision.]   

The law applicable to the Commission’s determination of a reimbursable state-mandated 
program is article XIII B, section 6 of the California Constitution, Government Code  
section 17500 et seq., and related case law. 

The Commission [adopted/modified] the proposed decision to [approve/partially approve/deny] 
the IRC at the hearing by a vote of [vote count will be included in the adopted decision].  

Summary of the Findings 
This analysis addresses reductions made by the State Controller’s Office (Controller) to 
reimbursement claims filed by the County of San Mateo (claimant) for costs incurred during 
fiscal years 1996-1997 through 1998-1999 for the Handicapped and Disabled Students program.  
Over the three fiscal years in question, reductions totaling $3,940,249 were made, based on 
alleged unallowable services claimed and understated offsetting revenues. 

The Commission denies this IRC, finding that the IRC was not timely filed pursuant to 
California Code of Regulations, title 2, former section 1185 (now renumbered 1185.1). 
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COMMISSION FINDINGS 
I. Chronology 

11/25/1997 Claimant’s fiscal year 1996-1997 claim was signed.45 

07/15/1999 Claimant’s fiscal year 1996-1997 claim was amended.46 

12/31/1998 Claimant’s fiscal year 1997-1998 claim was signed.47 

01/31/2000 Claimant’s fiscal year 1998-1999 claim was signed.48 

12/05/2000 Claimant’s fiscal year 1998-1999 claim was amended.49 

12/26/2002 Controller issued its final audit report.50 

04/28/2003 Controller issued remittance advice letters for each of the three fiscal years.51 

04/27/2006 Claimant filed the IRC.52 

05/04/2009 Controller submitted written comments on the IRC.53 

03/15/2010 Claimant submitted rebuttal comments.54 
05/28/2015 Commission staff issued the draft proposed decision.55 

II. Background 
The Handicapped and Disabled Students program was enacted by the Legislature to implement 
federal law requiring states to guarantee to disabled pupils the right to receive a free and 
appropriate public education that emphasizes special education and related services, including 
psychological and other mental health services, designed to meet the pupil’s unique educational 
needs.  The program shifted to counties the responsibility and costs to provide mental health 
services required by a pupil’s individualized education plan (IEP).  

The Handicapped and Disabled Students test claim was filed on Government Code section 7570 
et seq., as added by Statutes 1984, chapter 1747 (AB 3632) and amended by Statutes 1985, 
chapter 1274 (AB 882); and on the initial emergency regulations adopted in 1986 by the 

                                                 
45 Exhibit A, IRC 05-4282-I-03, at p. 20. 
46 Exhibit A, IRC 05-4282-I-03, at p. 26. 
47 Exhibit A, IRC 05-4282-I-03, at p. 40. 
48 Exhibit A, IRC 05-4282-I-03, at p. 52 
49 Exhibit A, IRC 05-4282-I-03, at p. 59. 
50 Exhibit A, IRC 05-4282-I-03, at p. 71. 
51 Exhibit A, IRC 05-4282-I-03, at pp. 1; 373-377. 
52 Exhibit A, IRC 05-4282-I-03, at p. 1. 
53 Exhibit B, Controller’s Comments. 
54 Exhibit C, Claimant Rebuttal Comments. 
55 Exhibit D, Draft Proposed Decision. 
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Departments of Mental Health and Education to implement this program.56  Government Code 
section 7576 required the county to provide psychotherapy or other mental health services when 
required by a pupil’s IEP.  Former section 60020 of the Title 2 regulations defined “mental 
health services” to include the day services and outpatient services identified in sections 542 and 
543 of the Department of Mental Health’s Title 9 regulations.57  In 1990 and 1991, the 
Commission approved the test claim and adopted parameters and guidelines, authorizing 
reimbursement for the mental health treatment services identified in the test claim regulations. 

Handicapped and Disabled Students II58 was filed in 2003 on subsequent statutory and 
regulatory changes to the program, including 1998 amendments to the regulation that defined 
“mental health services.”  On May 26, 2005, the Commission adopted a statement of decision on 
that test claim, approving many activities then defined in the amended regulations that defined 
“mental health services” beginning July 1, 2001.  This amendment is not relevant to this IRC 
since the effective date postdates the reimbursement claim years at issue here. 

Controller’s Audit and Summary of the Issues 

The Controller issued its final audit report on December 26, 2002, which reduced the claimed 
costs for fiscal years 1996-1997 through 1998-1999 under the Handicapped and Disabled 
Students program, totaling $3,940,249.  The following issues are in dispute:  

• Reductions based on ineligible costs claimed for medication monitoring and crisis 
intervention;59 and 

• Reductions based on understated offsetting revenues and disbursements.60 
However, because the analysis herein concludes that the IRC was not timely filed, based on the 
date of the earliest notice of an adjustment, these issues are not analyzed below, and the entire 
claim must be denied. 

III. Positions of the Parties 
County of San Mateo 

The claimant asserts that the Controller incorrectly reduced claimed costs totaling $3,232,423 for 
the audit period.61  The claimant argues that the Controller “arbitrarily excluded eligible 
activities for all three fiscal years…” based on an “overly restrictive Parameters and Guidelines 
interpretation…”  The claimant maintains: 

                                                 
56 California Code of Regulations, title 2, division 9, sections 60000-60610 (Emergency 
Regulations filed December 31, 1985, designated effective January 1, 1986 (Register 86, No. 1) 
and re-filed June 30, 1986, designated effective July 12, 1986 (Register 86, No. 28)).   
57 Former California Code of Regulations, title 2, section 60020(a). 
58 Statement of Decision, Handicapped and Disabled Students II (02-TC-40/02-TC-49). 
59 The claimant does not dispute some of the ineligible costs reduced. 
60 Some of the reductions on the basis of understated offsetting revenues are not disputed. 
61 Exhibit A, IRC 05-4282-I-03, page 2; 8. 
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The activities in question were clearly a part of the original test claim, statement 
of decision and are based on changes made to Title 2, Division 9, Chapter 1 of the 
California Code of Regulations, Section 60020, Government Code 7576 and 
Interagency Code of Regulations, and part of the activities included in the 
Parameters and guidelines. [sic]62 

The claimant asserts that the Controller “made the errant assumption that the costs were 
intentionally excluded and are therefore ineligible.”  The disallowance, the claimant argues, “is 
based on an errant assumption that these activities were intentionally excluded.”  Rather, the 
claimant argues, “the Parameters and Guidelines for this program, like many other programs of 
the day, were intended to guide locals to broad general areas of activity within a mandate without 
being the overly restrictive litigious documents as they have become today.”63  The claimant 
argues that the Controller’s claiming instructions provide for reimbursement of “any related 
county participation in the expanded IEP team…for ‘individuals with exceptional needs’ who are 
designated as ‘seriously emotionally disturbed’, pursuant to Subdivisions (a), (b), and (c) of 
Government Code § 7572.5 and their implementing regulations.”  The claimant therefore 
concludes that medication monitoring and crisis intervention activities are reimbursable, when 
necessary under an IEP, because these are defined in the regulations and not specifically 
excluded in the parameters and guidelines or claiming instructions.64  The claimant asserts that 
the amount of the incorrect reduction related to medication monitoring and crisis intervention 
activities is $1,329,581. 

In addition, the claimant “also takes issue with a second issue regarding revenue offsets.”  The 
claimant asserts that “Early and Periodic Screening, Diagnostic, and Treatment (EPSDT) 
revenues only impact 10% of the County’s costs for this mandate.”  However, the claimant 
argues, the Controller “deducted 100% of the EPSDT revenue from the claim.”  Therefore, the 
“disagreement regarding the revenue offset represents $1,902,842.”65 

In response to the Controller’s comments, discussed below, the claimant argues that it “agrees in 
part with the SCO finding regarding Medi-Cal beneficiaries with respect to the offset of federal 
Medi-Cal funds”: 

In the SCO’s audit report, the SCO stated “…if the County can provide an 
accurate accounting of the number of Medi-Cal units of services applicable to the 
mandate, the SCO auditor will review the information and adjust the audit finding 
as appropriate.”  We have provided this data as requested by the SCO.  The State 
auditor also recalculated the date, but no audit adjustments were made.66 

With respect to the Controller’s audit findings related to disallowed services, the claimant 
maintains that medication monitoring and crisis intervention activities are reimbursable under the 
mandate, even though not expressly included in the parameters and guidelines.  The claimant 

                                                 
62 Exhibit A, IRC 05-4282-I-03, at p. 7. 
63 Exhibit A, IRC 05-4282-I-03, at p. 7. 
64 Exhibit A, IRC 05-4282-I-03, at p. 8. 
65 Exhibit A, IRC 05-4282-I-03, at p. 8. 
66 Exhibit C, Claimant Rebuttal Comments, at p. 1. 
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argues that “[t]he parameters and guidelines are not the mandate itself, but a tool used to claim 
for services mandated by the State.”  The claimant continues: 

In addition, the parameters and guidelines in effect at the time of these services 
(as amended on August 26, 1996) state that “any costs related to the mental health 
treatment services rendered under the Short Doyle Act” are reimbursable 
(Attachment C).  The parameters and guidelines go on to say that certain specific 
treatment services are eligible, and, while medication monitoring and crisis 
intervention are not mentioned specifically, they are also not excluded.  There is 
no mention in the parameters and guidelines that the listing of services was an all 
inclusive list.  There is no disputing the fact that the provided medication 
monitoring and crisis intervention services were mental health treatment services 
rendered under the Short Doyle Act, and were mandated under Chapter 26.5 of 
the Government Code.67 

Moreover, the claimant notes that medication monitoring was approved in the Handicapped and 
Disabled Students II test claim decision, suggesting that these services are mandated costs 
eligible for reimbursement.  The claimant argues that the Controller “asserts that the dates set 
forth in [Handicapped and Disabled Students II] define a period of reimbursement for the 
amended portions beginning July 1, 2001…” and therefore “counties cannot claim for these 
services prior to that date...”  However, the claimant argues, “[w]e again point out that we are not 
claiming reimbursement under [Handicapped and Disabled Students II], but rather under the 
regulations in place at the time services were provided.”68 

Finally, with respect to the Controller’s assertion that the IRC was not timely filed, the claimant 
argues that “[i]n fact, our IRC was initially received by the Commission on April 26, 2006.”69  
The claimant states that “[w]e were then requested to add documentation solely to establish the 
final date by which the IRC must have been submitted in order to avoid the [statute of 
limitations] issue.”  The claimant points out that “[t]he SCO asserts that the basis of the [statute 
of limitations] issue is that the IRC was not submitted by the deadline of April 28, 2006.”  The 
claimant continues: “The confirmation of this deadline by the SCO supports the timeliness of the 
initial presentation of our IRC to the Commission.”70 

State Controller’s Office 

The Controller maintains that “[t]he subject claims were reduced because the Claimant included 
costs for services that were not reimbursable under the Parameters and Guidelines in effect 
during the audited years.”  In addition, the Controller asserts that “the Claimant failed to 
document to what degree AB3632 students were also Medi-Cal beneficiaries, requiring that 

                                                 
67 Exhibit C, Claimant Rebuttal Comments, at p. 3. 
68 Exhibit C, Claimant Rebuttal Comments, at p. 3. 
69 Exhibit C, Claimant Rebuttal Comments, at pp. 3-4.  The IRC is in fact stamped received on 
April 27, 2006.  (See Exhibit A, page 3.)  
70 Exhibit C, Claimant Rebuttal Comments, at pp. 3-4. 
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EPSDT revenues be offset.”  The Controller holds that the reductions “were appropriate and in 
accordance with law.”71 

Specifically, the Controller argues that while medication monitoring and crisis intervention 
“were defined in regulation…at the time the parameters and guidelines on the Handicapped and 
Disabled Students (HDS) program were adopted…” those activities “were not included in the 
adoption of the parameters and guidelines as reimbursable costs.”72  The Controller asserts that 
medication monitoring costs were not reimbursable until the Commission made findings on the 
regulatory amendments and adopted revised parameters and guidelines for the Handicapped and 
Disabled Students II program on May 26, 2005 (test claim decision) and December 9, 2005 
(parameters and guidelines decision).  The Commission, the Controller notes, “defined the period 
of reimbursement for the amended portions beginning July 1, 2001.”  Therefore, the Controller 
concludes, “medication monitoring costs claimed prior July 1, 2001 [sic] are not 
reimbursable.”73   

In addition, the Controller notes that “[i]n 1998, the Department of Mental Health and 
Department of Education changed the definition of mental health services, pursuant to section 
60020 of the regulations, which deleted the activity of crisis intervention.”  Therefore, the 
Controller concludes, “the regulation no longer includes crisis intervention activities as a mental 
health service.”74 

With respect to offsetting revenues, the Controller argues that the claimant “did not report state-
matching funds received from the California Department of Mental Health under the EPSDT 
program to reimburse the county for the cost of services provided to Medi-Cal clients.”  The 
Controller states that its auditor “deducted all such revenues received from the State because the 
county did not provide adequate information regarding how much of these funds were applicable 
to the mandate.”  The Controller states that “if the county can provide an accurate accounting of 
the number of Medi-Cal units of service applicable to the mandate, the SCO auditor will review 
the information and adjust the audit finding as appropriate.”75  In addition, the Controller states 
that the claimant “did not report state funding received from the State Board of Education under 
AB 599…” but the Controller also notes that the claimant “did not dispute the SCO audit 
adjustment related to AB 599 funds.”76 

Finally, the Controller asserts that the IRC filing is not timely, in accordance with the 
Commission’s regulations.  The Controller argues that section 1185 requires an IRC to be filed 
no later than three years following the date of the Controller’s remittance advice or other notice 
of adjustment.  The Controller states that remittance advice letters were issued to the claimant on 

                                                 
71 Exhibit B, Controller’s Comments, at p. 1. 
72 Exhibit B, Controller’s Comments, at p. 17. 
73 Exhibit B, Controller’s Comments, at p. 17. 
74 Exhibit B, Controller’s Comments, at p. 17. 
75 Exhibit B, Controller’s Comments, at p. 18. 
76 Exhibit B, Controller’s Comments, at p. 18. 
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April 28, 2003, and therefore the period within which to file an IRC expired on April 28, 2006.  
The Controller states that this IRC was filed on May 25, 2006, and it was therefore not timely.77 

IV. Discussion 
Government Code section 17561(b) authorizes the Controller to audit the claims filed by local 
agencies and school districts and to reduce any claim for reimbursement of state mandated costs 
that the Controller determines is excessive or unreasonable.   

Government Code Section 17551(d) requires the Commission to hear and decide a claim that the 
Controller has incorrectly reduced payments to the local agency or school district.  If the 
Commission determines that a reimbursement claim has been incorrectly reduced, section 1185.9 
of the Commission’s regulations requires the Commission to send the statement of decision to 
the Controller and request that the costs in the claim be reinstated. 

The Commission must review questions of law, including interpretation of the parameters and 
guidelines, de novo, without consideration of legal conclusions made by the Controller in the 
context of an audit.  The Commission is vested with exclusive authority to adjudicate disputes 
over the existence of state-mandated programs within the meaning of article XIII B, section 6.78  
The Commission must also interpret the Government Code and implementing regulations in 
accordance with the broader constitutional and statutory scheme.  In making its decisions, the 
Commission must strictly construe article XIII B, section 6 and not apply it as an “equitable 
remedy to cure the perceived unfairness resulting from political decisions on funding 
priorities.”79 

With regard to the Controller’s audit decisions, the Commission must determine whether they 
were arbitrary, capricious, or entirely lacking in evidentiary support.  This standard is similar to 
the standard used by the courts when reviewing an alleged abuse of discretion of a state 
agency.80  Under this standard, the courts have found that: 

When reviewing the exercise of discretion, “[t]he scope of review is limited, out 
of deference to the agency’s authority and presumed expertise:  ‘The court may 
not reweigh the evidence or substitute its judgment for that of the agency. 
[Citation.]’” ... “In general ... the inquiry is limited to whether the decision was 
arbitrary, capricious, or entirely lacking in evidentiary support. . . .” [Citations.] 
When making that inquiry, the “ ‘ “court must ensure that an agency has 
adequately considered all relevant factors, and has demonstrated a rational 

                                                 
77 Exhibit B, Controller’s Comments, at p. 19. 
78 Kinlaw v. State of California (1991) 54 Cal.3d 326, 331-334; Government Code sections 
17551, 17552. 
79 County of Sonoma, supra, 84 Cal.App.4th 1264, 1280, citing City of San Jose v. State of 
California (1996) 45 Cal.App.4th 1802, 1817. 
80 Johnston v. Sonoma County Agricultural (2002) 100 Cal.App.4th 973, 983-984.  See also 
American Bd. of Cosmetic Surgery, Inc. v. Medical Bd. of California (2008) 162 Cal.App.4th 
534, 547. 
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connection between those factors, the choice made, and the purposes of the 
enabling statute.” [Citation.]’ ”81 

The Commission must review the Controller’s audit in light of the fact that the initial burden of 
providing evidence for a claim of reimbursement lies with the claimant. 82  In addition, section 
1185.1(f) and 1185.2(c) of the Commission’s regulations require that any assertions of fact by 
the parties to an IRC must be supported by documentary evidence.  The Commission’s ultimate 
findings of fact must be supported by substantial evidence in the record.83 

A. The Incorrect Reduction Claim Was Not Timely Filed. 
At the time pertinent to this IRC, section 1185 of the Commission’s regulations stated as follows: 
“All incorrect reduction claims shall be filed with the commission no later than three (3) years 
following the date of the Office of State Controller’s remittance advice or other notice of 
adjustment notifying the claimant of a reduction.”84 

Here, the remittance advice letters dated April 28, 2003 are acknowledged by both parties,85 and 
included in the record.86  Based on those documents, a claim filed on or before April 28, 2006 
would be timely, being “no later than three (3) years following the date...” of the remittance 
advice.  The Commission’s completeness letter, issued to the claimant and the Controller on June 
6, 2006, states that the Commission received an IRC filing from the County of San Mateo on 
April 27, 2006, and after requesting additional documentation determined that filing to be 
complete on May 25, 2006.87  However, the remittance advice letters were not the first notice of 
adjustment in the record, and the Commission has previously found that the earliest notice of an 
adjustment which also provides a reason for the adjustment triggers the period of limitation to 
run.88  The first notice of adjustment is the final audit report issued December 26, 2002. 

The general rule in applying and enforcing a statute of limitations is that a period of limitation 
for initiating an action begins to run when the last essential element of the cause of action or 
claim occurs, and no later.  There are a number of recognized exceptions to the accrual rule, each 
based on the wronged party having notice of the wrong or the breach that gave rise to the action, 
and in each case the courts have carved out a practical or equitable reason to deviate from the 
                                                 
81 American Bd. of Cosmetic Surgery, Inc, supra, 162 Cal.App.4th at pgs. 547-548. 
82 Gilbert v. City of Sunnyvale (2005) 130 Cal.App.4th 1264, 1274-1275. 
83 Government Code section 17559(b), which provides that a claimant or the state may 
commence a proceeding in accordance with the provisions of section 1094.5 of the Code of Civil 
Procedure to set aside a decision of the Commission on the ground that the Commission’s 
decision is not supported by substantial evidence in the record. 
84 Code of Regulations, title 2, section 1185 (as amended by Register 2003, No. 17, operative 
April 21, 2003). 
85 See Exhibit B, Controller’s Comments, page 19; Exhibit C, Claimant Rebuttal Comments, 
page 4. 
86 Exhibit A, IRC 05-4282-I-03, at pp. 373-377; Exhibit B, Controller’s Comments, at p. 19. 
87 Exhibit X, Completeness Letter, dated June 6, 2006. 
88 See Adopted Decision, Collective Bargaining, 05-4425-I-11. 
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strict accrual rule.  In the context of an IRC, the last essential element of the claim is the notice to 
the claimant of a reduction, as defined by the Government Code and the Commission’s 
regulations.  Government Code section 17558.5 requires that the Controller notify a claimant in 
writing of an adjustment resulting from an audit, and requires that the notice “shall specify the 
claim components adjusted, the amounts adjusted…and the reason for the adjustment.”89  
Therefore, an audit report, which provides the claim components adjusted, the amounts, and the 
reasons for the adjustments, satisfies the notice requirements of section 17558.5.  The 
Commission’s regulations, interpreted consistently with section 17558.5, require an IRC to be 
filed no later than three years after the first notice of the claim components adjusted, the amounts 
of the adjustments, and the reasons for the adjustments.90   

Here, as described in detail below, the final audit report, issued December 26, 2002, triggers the 
period of limitation to run:  it identifies the claim components adjusted, the amounts, and the 
reasons for adjustment, and constitutes “other notice of adjustment notifying the claimant of a 
reduction.”91  The claimant’s and the Controller’s reliance on the April 28, 2003 remittance 
advice letters is misplaced, as they do not provide the first notice of an adjustment.  Based on the 
issuance of the audit report, a timely claim could be filed only until December 26, 2005, and this 
claim, filed April 27, 2006, was beyond the regulatory period of limitation. 

1. The general rule is that a statute of limitations attaches and begins to run at the time the 
cause of action accrues, and none of the exceptions or special rules of accrual apply here. 

The threshold issue in this IRC is when the right to file an IRC based on the Controller’s 
reductions accrued, and consequently when the applicable period of limitation began to run 
against the claimant.  The general rule, supported by a long line of cases, is that a statute of 
limitations attaches when a cause of action arises; when the action can be maintained.92  The 
California Supreme Court has described statutes of limitations as follows: 

A statute of limitations strikes a balance among conflicting interests.  If it is unfair 
to bar a plaintiff from recovering on a meritorious claim, it is also unfair to 
require a defendant to defend against possibly false allegations concerning long-
forgotten events, when important evidence may no longer be available.  Thus, 
statutes of limitations are not mere technical defenses, allowing wrongdoers to 
avoid accountability.  Rather, they mark the point where, in the judgment of the 
legislature, the equities tip in favor of the defendant (who may be innocent of 
wrongdoing) and against the plaintiff (who failed to take prompt action): “[T]he 
period allowed for instituting suit inevitably reflects a value judgment concerning 

                                                 
89 Government Code section 17558.5 
90 See former Code of Regulations, title 2, section 1185(c) (Register 2003, No. 17). 
91 Code of Regulations, title 2, section 1185 (Register 2003, No. 17). 
92 See, e.g., Osborn v. Hopkins (1911) 160 Cal. 501, 506 [“[F]or it is elementary law that the 
statute of limitations begins to run upon the accrual of the right of action, that is, when a suit may 
be maintained, and not until that time.”]; Dillon v. Board of Pension Commissioners (1941) 18 
Cal.2d 427, 430 [“A cause of action accrues when a suit may be maintained thereon, and the 
statute of limitations therefore begins to run at that time.”].  
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the point at which the interests in favor of protecting valid claims are outweighed 
by the interests in prohibiting the prosecution of stale ones.”93 

The Court continued: “Critical to applying a statute of limitations is determining the point when 
the limitations period begins to run.”94  Generally, the Court noted, “a plaintiff must file suit 
within a designated period after the cause of action accrues.”95  The cause of action accrues, the 
Court said, “when [it] is complete with all of its elements.”96  Put another way, the courts have 
held that “[a] cause of action accrues ‘upon the occurrence of the last element essential to the 
cause of action.’”97 

Here, the “last element essential to the cause of action,” pursuant to Government Code section 
17558.5 and former section 1185 (now 1185.1) of the Commission’s regulations, is a notice to 
the claimant of the adjustment, which includes the reason for the adjustment.  Government Code 
section 17558.5(c) requires the Controller to notify a claimant in writing of any adjustment to a 
claim resulting from an audit or review: 

The notification shall specify the claim components adjusted, the amounts 
adjusted, interest charges on claims adjusted to reduce the overall reimbursement 
to the local agency or school district, and the reason for the adjustment… 98   

Accordingly, former section 1185 of the Commission’s regulations provides that incorrect 
reduction claims shall be filed not later than three years following the notice of adjustment, and 
that the filing must include a detailed narrative describing the alleged reductions and “[a] copy of 
the final state audit report or letter or the remittance advice or other notice of adjustment from 
the Office of State Controller that explains the reason(s) for the reduction or disallowance.”99  
Additionally, a later amendment to section 1185 (after this IRC was filed) clarifies that the three 
year period is triggered by “the date of the Office of State Controller’s final state audit report, 
letter, remittance advice, or other written notice of adjustment…”   Therefore, interpreting 
former section 1185 consistently with Government Code section 17558.5, the Commission finds 
that the last essential element of an IRC is the issuance by the Controller of a notice of 
adjustment that includes the reason for the adjustment. 

Historically, the courts have applied statutes of limitation very strictly.100 The historically-strict 
interpretation of statutes of limitation accords with the plain language of the Code of Civil 

                                                 
93 Pooshs v. Phillip Morris USA, Inc. (2011) 51 Cal.4th 788, at p. 797. 
94 Ibid.  
95 Ibid [citing Code of Civil Procedure section 312]. 
96 Ibid [quoting Norgart v. Upjohn Co. (1999) 21 Cal.4th 383, 397]. 
97 Seelenfreund v. Terminix of Northern California, Inc. (1978) 84 Cal.App.3d 133 [citing Neel v. 
Magana, Olney, Levy, Cathcart & Gelfand (1971) 6 Cal.3d 176]. 
98 Government Code section 17558.5 (added, Stats. 1995, ch. 945 (SB 11)). 
99 Code of Regulations, title 2, section 1185 (Register 2003, No. 17). 
100 Marshall v. Packard-Bell Co. (1951) 106 Cal.App.2d 770, 774 [“[S]tatutes of limitation are to 
be strictly construed and …if there is no express exception in a statute… the court cannot create 
one.”]; Lambert v. McKenzie (1901) 135 Cal. 100, 103 [“Cases of hardship may arise, and do 
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Procedure, section 312, which states that “[c]ivil actions, without exception, can only be 
commenced within the period prescribed in this title, after the cause of action shall have accrued, 
unless where, in special cases, a different limitation is prescribed by statute.”101   

However, more recently, courts have applied a more relaxed rule in appropriate circumstances, 
finding that a cause of action accrues when the plaintiff has knowledge of sufficient facts to 
make out a cause of action: “there appears to be a definite trend toward the discovery rule and 
away from the strict rule in respect of the time for the accrual of the cause of action...”102  These 
cases demonstrate that the plaintiff’s knowledge of sufficient facts to make out a claim is 
sometimes treated as the last essential element of the cause of action.  Or, alternatively, actual 
damage must be sustained, and knowledge of the damage, before the statute begins to run.103 

Here, a delayed discovery rule makes no sense in light of the plain language of the 
Commission’s regulations and of section 17558.5, since the notice of the reduction and the 
reason for it constitutes the last essential element of the claim.  Former section 1185 of the 
Commission’s regulations provided for a period of limitation of three years following the date of 
a document from the Controller “notifying the claimant of a reduction.”104  Likewise, 
Government Code section 17558.5 requires the controller to notify the claimant in writing and 
specifies that the notice must provide “the claim components adjusted, the amounts 
adjusted…and the reason for the adjustment.”105   That notice, whether in the form of a final 
state audit report, letter, or remittance advice, is then required to be included in the IRC filing.106   

Another line of legal reasoning, which rests not on delayed accrual of a cause of action, but on a 
new injury that begins a new cause of action and limitation period, is represented by cases 
alleging more than one legally or qualitatively distinct injury arising at a different time, or more 

                                                                                                                                                             
arise, under this rule, as they arise under every statute of limitations; but this, of course, presents 
no reason for the modification of a principle and policy which upon the whole have been found 
to make largely for good...” (overruled on other grounds, Wennerholm v. Stanford University 
School of Medicine (1942) 20 Cal.2d 713, 718)]. 
101 Enacted, 1872; Amended, Statutes 1897, chapter 21 [emphasis added]. 
102 Warrington v. Charles Pfizer & Co., (1969) 274 Cal.App.2d 564, 567 [citing delayed accrual 
based on discovery rule for medical, insurance broker, stock broker, legal, and certified 
accountant malpractice and misfeasance cases].  See also, Neel v. Magana, Olney, Levy, 
Cathcart & Gelfand 6 Cal.3d at p. 190 [Court presumed inability of layman to detect malpractice 
or malfeasance of an attorney, and therefore applied period of limitation to the discovery of 
wrongdoing]. 
103 See, e.g., Allred v. Bekins Wide World Van Services (1975) 45 Cal.App.3d 984, 991 [Finding 
that the period of limitation should be tolled until the Allreds discovered the damage to their 
property, relying on Neel v. Magana, Olney, Levy, Cathcart & Gelfand, supra, 6 Cal.3d at p. 
190; Budd v. Nixen, supra, 6 Cal.3d at pp. 200-201]. 
104 Code of Regulations, title 2, section 1185 (Register 1999, No. 38). 
105 Government Code section 17558.5 (added, Stats. 1995, ch. 945 (SB 11)). 
106 Code of Regulations, title 2, section 1185 (Register 2003, No. 17). 
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than one injury arising on a recurring basis. 107  This line of cases is not applicable to the 
situation in which a later remittance advice or later audit report restates the same or lesser 
reductions, as is the case here, because there is no additional injury. 

More pertinent, and more easily analogized to the context of an IRC, are those cases in which an 
action is brought to enforce or resolve a claim or entitlement that is in dispute, including one 
administered by a governmental agency.  In those cases, the applicable period of limitation 
attaches and begins to run when the party’s right to enforce the obligation accrues.   

For example, in cases involving claims against insurance companies, the courts have held that 
the one-year period of limitation begins to run at the “inception of the loss,” defined to mean 
when the insured knew or should have known that appreciable damage had occurred and a 
reasonable person would be aware of his duty under the policy to notify the insurer.108  This line 
of cases does not require that the total extent of the damage, or the legal significance of the 
damage, is known at the time the statute commences to run, only that a plaintiff knows or has 
reason to know that damage has occurred, and a reasonable person would be aware of the duty to 
notify his or her insurer.109   

An alternative line of cases address the accrual of claims for benefits or compensation from a 
government agency, which provides a nearer analogy to the context of an IRC.  In Dillon v. 
Board of Pension Commissioners of the City of Los Angeles, the Court held that a police officer’s 
widow failed to bring a timely action against the Board because her claim to her late husband’s 
pension accrued at the time of his death:  “At any time following the death she could demand a 
pension from the board and upon refusal could maintain a suit to enforce such action.”110  Later, 
Phillips v. County of Fresno clarified that “[a]lthough the cause of action accrues in pension 
cases when the employee first has the power to demand a pension, the limitations period is tolled 
or suspended during the period of time in which the claim is under consideration by the pension 
board.”111  In accord is Longshore v. County of Ventura, in which the Court declared that “claims 
for compensation due from a public employer may be said to accrue only when payment thereof 
can be legally compelled.”112  And similarly, in California Teacher’s Association v. Governing 
                                                 
107 Pooshs v. Philip Morris USA, Inc. (2011) 51 Cal.4th 788, 797; Grisham v. Philip Morris 
(2007) 40 Cal.4th 623; Phillips v. City of Pasadena (1945) 27 Cal.2d 104. 
108 See Prudential-LMI Com. Insurance v. Superior Court (1990) 51 Cal.3d 674, 685; 
Campanelli v. Allstate Life Insurance Co. (9th Cir. 2003) 322 F.3d 1086, 1094. 
109 Campanelli v. Allstate Life Insurance Co. (9th Cir. 2003) 322 F.3d 1086, 1094 [Fraudulent 
engineering reports concealing the extent of damage did not toll the statute of limitations, nor 
provide equitable estoppel defense to the statute of limitations]; Abari v. State Farm Fire & 
Casualty Co. (1988) 205 Cal.App.3d 530, 534 [Absentee landlord’s belated discovery of that his 
homeowner’s policy might cover damage caused by subsidence was not sufficient reason to toll 
the statute].  See also McGee v. Weinberg (1979) 97 Cal.App.3d 798, 804 [“It is the occurrence 
of some ... cognizable event rather than knowledge of its legal significance that starts the running 
of the statute of limitations.”]. 
110 Dillon v. Board of Pension Commissioners (1941) 18 Cal.2d 427, 430. 
111 (1990) 225 Cal.App.3d 1240, 1251.   
112 (1979) 25 Cal.3d 14, 30-31. 
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Board, the court held that “unlike the salary which teachers were entitled to have as they earned 
it…their right to use of sick leave depended on their being sick or injured.”113  Therefore, 
because they “could not legally compel payment for sick leave to the extent that teachers were 
not sick, their claims for sick leave did not accrue.”114  This line of cases holds that a statute of 
limitations to compel payment begins to run when the plaintiff is entitled to demand, or legally 
compel, payment on a claim or obligation, but the limitation period is tolled or suspended while 
the agency considers that demand. 

Here, an IRC cannot lie until there has been a reduction, which the claimant learns of by some 
document providing notice of an adjustment, and the IRC cannot reasonably be filed under the 
Commission’s regulations until at least some reason for the adjustment can be identified.115  As 
discussed above, section 17558.5 requires the Controller to provide written notice of any 
adjustment resulting from an audit, which in this case takes the form of a final audit report.  
Then, former section 1185 of the Commission’s regulations provides that an IRC must be filed 
no later than three years after the notice of adjustment, and requires that the IRC filing include a 
copy of the audit report, letter, or remittance advice or other notice of adjustment.   

Where an adjustment results from an audit, and an audit report has been issued, the claimant’s 
reimbursement claim has already at that point been considered and rejected (to some extent) by 
the Controller, and that determination is ripe for the Commission’s review.  Therefore, there is 
no analogy to the tolling of the statute; rather, the period of limitation begins when the claim is 
reduced, by written notice, and the claimant is therefore entitled to demand payment through the 
IRC process.  

Yet another line of cases addresses the accrual of an action on a breach of statutory duty, which 
is closer still to the contextual background of an IRC.  In County of Los Angeles v. State 
Department of Public Health, the County brought actions for mandate and declaratory relief to 
compel the State to pay full subsidies to the County for the treatment of tuberculosis patients 
under the Tuberculosis Subsidy Law, enacted in 1915.116  In 1946 the department adopted a 
regulation that required the subsidy to a county hospital to be reduced for any patients who were 
able to pay toward their own care and support, but the County ignored the regulation and 
continued to claim the full subsidy.117  Between October 1952 and July 1953 the Controller 
audited the County’s claims, and discovered the County’s “failure to report on part-pay patients 
in the manner contemplated by regulation No. 5198…”118  Accordingly, the department reduced 
the County’s semiannual claims between July 1951 and December 1953.119  When the County 
brought an action to compel repayment, the court agreed that the regulation requiring reduction 

                                                 
113 (1985) 169 Cal.App.3d 35, 45-46. 
114 Ibid. 
115 Government Code section 17558.5 (added, Stats. 1995, ch. 945 (SB 11)); Code of 
Regulations, title 2, section 1185 (Register 99, No. 38). 
116 (1958) 158 Cal.App.2d 425, 430. 
117 Id, at p. 432. 
118 Id, at p. 433. 
119 Ibid. 
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for patients able to pay in part for their care was inconsistent with the governing statutes, and 
therefore invalid;120 but the court was also required to consider whether the County’s claim was 
time-barred, based on the effective date of the regulation.  The court determined that the date of 
the reduction, not the effective date of the regulation, triggered the statute of limitations to 
run.121 

Similarly, in Snyder v. California Insurance Guarantee Association (CIGA),122 the accrual of an 
action to compel payment under the Guarantee Act was interpreted to require first the rejection 
of a viable claim.  CIGA is the state association statutorily empowered and obligated to “protect 
policyholders in the event of an insurer’s insolvency.”123  Based on statutory standards, “CIGA 
pays insurance claims of insolvent insurance companies from assessments against other 
insurance companies…[and] ‘[i]n this way the insolvency of one insurer does not impact a small 
segment of insurance consumers, but is spread throughout the insurance consuming public…”124  
“[I]f CIGA improperly denies coverage or refuses to defend an insured on a ‘covered claim’ 
arising under an insolvent insurer’s policy, it breaches its statutory duties under the Guarantee 
Act.”125  Therefore, “[i]t follows that in such a case a cause of action accrues against CIGA 
when CIGA denies coverage on a submitted claim.”126  Thus, in Snyder, the last essential 
element of the action was the denial of a “covered claim” by CIGA, which is defined in statute to 
include obligations of an insolvent insurer that “remain unpaid despite presentation of a timely 
claim in the insurer’s liquidation proceeding.”   

Here, an IRC may be filed once a claimant has notice that the Controller has made a 
determination that the claim must be reduced, and provided notice of the reason(s) for the 
reduction.  Government Code section 17551 provides that the Commission “shall hear and 
decide upon” a local government’s claim that the Controller incorrectly reduced payments 
pursuant to section 17561(d)(2), which in turn describes the Controller’s audit authority.127  
Moreover, section 1185.1 (formerly section 1185) of the Commission’s regulations states that 
“[t]o obtain a determination that the Office of State Controller incorrectly reduced a 
reimbursement claim, a claimant shall file an ‘incorrect reduction claim’ with the 

                                                 
120 Id, at p. 441. 
121 Id, at pp. 445-446. 
122 (2014) 229 Cal.App.4th 1196. 
123 Id, at p. 1203, Fn. 2. 
124 Ibid. 
125 Id, at p. 1209 [quoting Berger v. California Insurance Guarantee Association (2005) 128 
Cal.App.4th 989, 1000]. 
126 Id, at p. 1209 [emphasis added]. 
127 Government Code section 17551 (Stats. 1985, ch. 179; Stats. 1986, ch. 879; Stats 2002, ch. 
1124 (AB 3000); Stats. 2004, ch. 890 (AB 2856); Stats. 2007, ch. 329 (AB 1222)); 17561(d)(2) 
(Stats. 1986, ch. 879; Stats. 1988, ch. 1179; Stats. 1989, ch. 589; Stats. 1996, ch. 45 (SB 19); 
Stats. 1999, ch. 643 (AB 1679); Stats. 2002, ch. 1124 (AB 3000); Stats. 2004, ch. 313 (AB 
2224); Stats 2004, ch. 890 (AB 2856); Stats. 2006, ch. 78 (AB 1805); Stats. 2007, ch. 179 (SB 
86); Stats. 2007, ch. 329 (AB 1222); Stats. 2009, ch. 4 (SBX3 8)). 
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Commission.”128  And, section 1185.1 further requires that an IRC filing include “[a] written 
detailed narrative that describes the alleged incorrect reduction(s),” including “a comprehensive 
description of the reduced or disallowed area(s) of cost(s).”  And in addition, the filing must 
include “[a] copy of any final state audit report, letter, remittance advice, or other written notice 
of adjustment from the Office of State Controller that explains the reason(s) for the reduction or 
disallowance.”129  Therefore, the Controller’s reduction of a local government’s reimbursement 
claim is the underlying cause of an IRC, and the notice to the claimant of the reduction and the 
reason for the reduction is the “last element essential to the cause of action,”130 similar to County 
of Los Angeles v. State Department of Public Health, and Snyder v. California Insurance 
Guarantee Association, discussed above. 

2. As applied to this IRC, the three year period of limitation attached to the final audit report 
issued December 26, 2002, and the IRC filed April 28, 2006 was not timely. 

As discussed above, the general rule of accrual of a claim or cause of action is that the period of 
limitations attaches and begins to run when the claim accrues, or, in other words, upon the 
occurrence of the last element essential to the cause of action.  The above analysis demonstrates 
that the general rule, applied consistently with Government Code section 17558.5 and Code of 
Regulations section 1185.1 (formerly 1185) means that an IRC accrues and may be filed when 
the claimant receives notice of a reduction and the reason(s) for the reduction.  And, as discussed 
above, none of the established exceptions to the general accrual rule apply as a matter of law to 
IRCs generally.  However, both the claimant and the Controller assume, without analysis, that 
the remittance advice letters issued April 28, 2003 trigger the period of limitation, and that an 
IRC filed within three years of that date would be timely.  The Commission finds that this 
assumption is incorrect. 

a. The general accrual rule must be applied consistently with Government Code section 
17558.5(c). 

The period of limitation for filing an IRC was added to the Commission’s regulations effective 
September 13, 1999 to require that an IRC be filed “no later than three (3) years following the 
date of the State Controller's remittance advice notifying the claimant of a reduction.”131  On 
April 21, 2003, section 1185 was amended to state: 

All incorrect reduction claims shall be filed with the commission no later than 
three (3) years following the date of the Office of State Controller's remittance 
advice or other notice of adjustment notifying the claimant of a reduction.132 

It was also amended at that time to require that an IRC filing include “[a] copy of the final state 
audit report or letter or the remittance advice or other notice of adjustment from the Office of 
State Controller that explains the reason(s) for the reduction or disallowance.”133 
                                                 
128 Code of Regulations, title 2, section 1185.1(a) (Register 2014, No. 21. 
129 Code of Regulations, title 2, section 1185.1(f) (Register 2014, No. 24). 
130 Seelenfreund v. Terminix of Northern California, Inc. (1978) 84 Cal.App.3d 133 [citing Neel 
v. Magana, Olney, Levy, Cathcart & Gelfand (1971) 6 Cal.3d 176]. 
131 Code of Regulations, title 2, section 1185(b) (Register 1999, No. 38) [emphasis added]. 
132 Register 2003, No. 17. 
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Based on the plain language of the provision, the Commission’s regulation on point is consistent 
with the general rule that the period of limitation to file an IRC begins to run when the claimant 
first receives notice of a reduction. 

Here, the issuance of the final audit report on December 26, 2002 provided sufficient notice of 
the reasons for and amounts of the reductions, and the case law described above would seem to 
weigh in favor of applying the period of limitation to the earliest notice of adjustment, even 
though the language of the Commission’s regulations at that time explicitly provided for a 
remittance advice to trigger the period of limitation, and did not expressly name any other type 
of notice.  An audit report, however, constitutes “other notice of adjustment,” within the meaning 
of former section 1185(b), and is one of several possible notice documents that must be included 
in an IRC filing pursuant to the regulations, along with a “letter or the remittance advice or other 
notice of adjustment...”134  Moreover, the requirement to include “[a] copy of the final state audit 
report or letter or the remittance advice or other notice. . .” in the filing indicates that the  final 
state audit report is deemed “a notice of adjustment.”  Therefore, an audit report is sufficient to 
begin the period of limitation to run, and based on the strong preference in case law for 
beginning a statute of limitation at the earliest time that the claim can be maintained, the three 
year period here must be held to attach to the issuance of the audit report. 

b. None of the exceptions to the general accrual rule apply, and therefore the later notices 
of adjustment in the record do not control the period of limitation. 

As discussed at length above, a cause of action is generally held to accrue at the time an action 
may be maintained, and the applicable statute of limitations attaches at that time.135  Here, both 
the claimant and the Controller assume that the period of limitation attaches to the remittance 
advice letters.136  There is no support in law for this position.  As discussed above, statutes of 
limitation attach when a claim is “complete with all its elements.”137  Exceptions have been 
carved out when a plaintiff is justifiably unaware of facts essential to the claim,138 but even those 
exceptions are limited, and would not apply where a claimant has a full final audit report before 
it.139  Accordingly, the earliest notice provided sufficient information to initiate an IRC, and the 
later remittance advice letters do not toll or suspend the operation of the period of limitation. 

                                                                                                                                                             
133 Code of Regulations, title 2, section 1185(e) (Register 2003, No. 17). 
134 Code of Regulations, title 2, section 1185(e) (Register 2003, No. 17). 
135 Lambert v. McKenzie, supra, (1901) 135 Cal. 100, 103. 
136 See Exhibit B, Controller’s Comments, page 19; Exhibit C, Claimant Rebuttal Comments, 
page 4. 
137 Pooshs v. Phillip Morris USA, Inc. (2011) 51 Cal.4th 788, 797 [quoting Norgart v. Upjohn 
Co. (1999) 21 Cal.4th 383, 397]. 
138 Allred v. Bekins Wide World Van Services, (1975) 45 Cal.App.3d 984, 991 [Relying on Neel 
v. Magana, Olney, Levy, Cathcart & Gelfand, supra, 6 Cal.3d at p. 190; Budd v. Nixen, supra, 6 
Cal.3d at pp. 200-201]. 
139 Jolly v. Eli Lilly & Co. (1988) 44 Cal.3d 1103, 1110 [belief that a cause of action for injury 
from DES could not be maintained against multiple manufacturers when exact identity of 
defendant was unknown did not toll the statute]; Goldrich v. Natural Y Surgical Specialties, Inc. 

461



25 
Handicapped and Disabled Students (CSM-4282) IRC 05-4282-I-03 

Draft Proposed Decision 

The discussion above also explains that in certain circumstances a new statute of limitations is 
commenced where a new injury results, even from the same or similar conduct, and in such 
circumstances a plaintiff may be able to recover for the later injury even when the earlier injury 
is time-barred.140  Here, the later remittance advice letters do not constitute either a new or a 
cumulative injury.  The letters state no new reductions, or new reasoning for existing reductions, 
with respect to the audited claims; they provide exactly as the audit report issued December 26, 
2002:  that costs totaling $1,038,963 for fiscal year 1996-1997; $1,351,404 for fiscal year 1997-
1998; and $1,549,882 for fiscal year 1998-1999 were disallowed.141   

Based on the foregoing, the Commission finds none of the exceptions to the commencement or 
running of the period of limitation apply here to toll or renew the limitation period. 

c. The three year period of limitation found in former Section 1185 of the Commission’s 
regulations is applicable to this incorrect reduction claim, and does not constitute an 
unconstitutional retroactive application of the law. 

Former section 1185142 of the Commission’s regulations, pertaining to IRCs, contained no 
applicable period of limitation when the earliest of these claims were filed.143  Neither is there 
any statute of limitations for IRC filings found in the Government Code.144  Moreover, the 
California Supreme Court has held that “the statutes of limitations set forth in the Code of Civil 
Procedure…do not apply to administrative proceedings.”145  Therefore, at the time that the 

                                                                                                                                                             
(1994) 25 Cal.App.4th 772, 780 [belief that patient’s body, and not medical devices implanted it 
it, was to blame for injuries did not toll the statute]; Campanelli v. Allstate Life Insurance Co. 
(9th Cir. 2003) 322 F.3d 1086, 1094 [Fraudulent engineering reports concealing the extent of 
damage did not toll the statute of limitations, nor provide equitable estoppel defense to the statute 
of limitations]; Abari v. State Farm Fire & Casualty Co. (1988) 205 Cal.App.3d 530, 534 
[Absentee landlord’s belated discovery of that his homeowner’s policy might cover damage 
caused by subsidence was not sufficient reason to toll the statute].  See also McGee v. Weinberg 
(1979) 97 Cal.App.3d 798, 804 [“It is the occurrence of some ... cognizable event rather than 
knowledge of its legal significance that starts the running of the statute of limitations.”]. 
140 Pooshs v. Phillip Morris USA, Inc. (2011) 51 Cal.4th 788; Phillips v. City of Pasadena (1945) 
27 Cal.2d 104. 
141 Compare Exhibit A, IRC 05-4282-I-03, pages 83-84, with pages 373-377. 
142 Section 1185 was amended and renumbered 1185.1 effective July 1, 2014.  However, former 
section 1185, effective at the time the IRC was filed, is the provision applicable to this IRC. 
143 Code of Regulations, title 2, section 1185 (Register 1996, No. 30).  See also, Exhibit A, IRC 
05-4282-I-03, pages 19; 26; 39. 
144 See Government Code section 17500 et seq. 
145 Coachella Valley Mosquito and Vector Control District v. Public Employees’ Retirement 
System (2005) 35 Cal.4th 1072, 1088 [citing City of Oakland v. Public Employees’ Retirement 
System (2002) 95 Cal.App.4th 29; Robert F. Kennedy Medical Center v. Department of Health 
Services (1998) 61 Cal.App.4th 1357, 1361-1362 (finding that Code of Civil Procedure sections 
337 and 338 were not applicable to an administrative action to recover overpayments made to a 
Medi-Cal provider); Little Co. of Mary Hospital v. Belshe (1997) 53 Cal.App.4th 325, 328-329 
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claimant in this IRC filed its reimbursement claims with the Controller, there was no applicable 
period of limitation articulated in the statute or the regulations for filing an IRC with the 
Commission.146 

However, in 1999, the following was added to section 1185(b) of the Commission’s regulations: 

All incorrect reduction claims shall be submitted to the commission no later than 
three (3) years following the date of the State Controller's remittance advice 
notifying the claimant of a reduction.147 

This regulation was in effect in December 2002, when the final audit report was issued.  Then, 
on April 21, 2003, section 1185 was amended to state: 

All incorrect reduction claims shall be filed with the commission no later than 
three (3) years following the date of the Office of State Controller's remittance 
advice or other notice of adjustment notifying the claimant of a reduction.148 

The remittance advice letters that both the claimant and the Controller cite are dated April 28, 
2003.149 

The courts have held that “[i]t is settled that the Legislature may enact a statute of limitations 
‘applicable to existing causes of action or shorten a former limitation period if the time allowed 
to commence the action is reasonable.”150  A limitation period is “within the jurisdictional power 
of the legislature of a state,” and therefore may be altered or amended at the Legislature’s 
prerogative.151  The Commission’s regulatory authority must be interpreted similarly.152  
                                                                                                                                                             
(finding that the three year audit requirement of hospital records is not a statute of limitations, 
and that the statutes of limitations found in the Code of Civil Procedure apply to the 
commencement of civil actions and civil special proceedings, “which this was not”); Bernd v. 
Eu, supra (finding statutes of limitations inapplicable to administrative agency disciplinary 
proceedings)]. 
146 City of Oakland v. Public Employees’ Retirement System (2002) 95 Cal.App.4th 29, 45 [The 
court held that PERS’ duties to its members override the general procedural interest in limiting 
claims to three or four years: “[t]here is no requirement that a particular type of claim have a 
statute of limitation.”].  See also Bernd v. Eu (1979) 100 Cal.App.3d 511, 516 [”There is no 
specific time limitation statute pertaining to the revocation or suspension of a notary’s 
commission.”]. 
147 Code of Regulations, title 2, section 1185 (Register 1999, No. 38). 
148 Register 2003, No. 17. 
149 See Exhibit B, Controller’s Comments, page 19; Exhibit C, Claimant Rebuttal Comments, 
page 4. 
150 Scheas v. Robertson (1951) 38 Cal.2d 119, 126 [citing Mercury Herald v. Moore (1943) 22 
Cal.2d 269, 275; Security-First National Bank v. Sartori (1939) 34 Cal.App.2d 408, 414]. 
151 Scheas, supra, at p. 126 [citing Saranac Land & Timber Co v. Comptroller of New York, 177 
U.S. 318, 324]. 
152 Yamaha Corp. of America v. State Board of Equalization (1998) 19 Cal.4th 1, 10 
[Regulations of an agency that has quasi-legislative power to make law are treated with equal 
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However, “[t]here is, of course, one important qualification to the rule: where the change in 
remedy, as, for example, the shortening of a time limit provision, is made retroactive, there must 
be a reasonable time permitted for the party affected to avail himself of his remedy before the 
statute takes effect.”153   

The California Supreme Court has explained that “[a] party does not have a vested right in the 
time for the commencement of an action.”154  And neither “does he have a vested right in the 
running of the statute of limitations prior to its expiration.”155  If a statute “operates immediately 
to cut off the existing remedy, or within so short a time as to give the party no reasonable 
opportunity to exercise his remedy, then the retroactive application of it is unconstitutional as to 
such party.”156  In other words, a party has no more vested right to the time remaining on a 
statute of limitation than the opposing party has to the swift expiration of the statute, but if a 
statute is newly imposed or shortened, due process demands that a party must be granted a 
reasonable time to vindicate an existing claim before it is barred.  The California Supreme Court 
has held that approximately one year is more than sufficient, but has cited to decisions in other 
jurisdictions providing as little as thirty days.157 

Here, the amended regulation adopted April 21, 2003 broadened the scope of notice that could 
trigger the period of limitation to run, with the words “or other notice of adjustment.”158  Under 
the amended regulatory section, the final audit report issued December 26, 2002 constitutes 
sufficient “notice of adjustment” to trigger the period of limitation to run.  With respect to 
possible retroactivity concerns, applying the three year period of limitation to the December 26, 
2002 audit report means the limitation period would have expired on December 26, 2005, 
approximately thirty-two months after the limitation period was altered by the regulation.   Based 
on the cases cited above, and those relied upon by the California Supreme Court in its reasoning, 
that period is more than sufficient to satisfy any due process concerns with respect to application 
of section 1185 of the Commission’s regulations to the regulatory limitation period in this IRC. 

Accordingly, the Commission finds that the regulatory period of limitation applies from the date 
of the final audit report, and based on the evidence in this record that application does not violate 

                                                                                                                                                             
dignity as to statutes]; Butts v. Board of Trustees of the California State University (2014) 225 
Cal.App.4th 825, 835 [“The rules of statutory construction also govern our interpretation of 
regulations promulgated by administrative agencies.”]. 
153 Rosefield Packing Company v. Superior Court of the City and County of San Francisco 
(1935) 4 Cal.2d 120, 122. 
154 Liptak v. Diane Apartments, Inc. (1980) 109 Cal.App.3d 762, 773 [citing Kerchoff-Cuzner 
Mill and Lumber Company v. Olmstead (1890) 85 Cal. 80]. 
155 Liptak, supra, at p. 773 [citing Mudd v. McColgan (1947) 30 Cal.2d 463, 468]. 
156 Rosefield Packing Co., supra, at pp. 122-123. 
157 See Rosefield Packing Co., supra, at p. 123 [“The plaintiff, therefore, had practically an entire 
year to bring his case to trial…”]; Kerchoff-Cuzner Mill and Lumber Company v. Olmstead 
(1890) 85 Cal. 80 [thirty days to file a lien on real property].  See also Kozisek v. Brigham 
(Minn. 1926) 169 Minn. 57, 61 [three months]. 
158 Code of Regulations, title 2, section 1185 (Register 2003, No. 17). 
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the claimant’s due process rights or otherwise constitute an unconstitutional retroactive 
application. 

V. Conclusion 
Based on the foregoing, the Commission finds that this IRC is not timely filed, and is therefore 
denied. 
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Handicapped and Disabled Students, 05-4282-I-03 
Statutes 1984, Chapter 1747; Statutes 1985, Chapter 1274 
Fiscal Years 1996-1997, 1997-1998, and 1998-1999 
County of San Mateo, Claimant 

by making it available on the Commission’s website and providing notice of how to locate it to 
the email addresses provided on the attached mailing list. 

I declare under penalty of perjury under the laws of the State of California that the foregoing is 
true and correct, and that this declaration was executed on May 28, 2015 at Sacramento, 
California. 

             
____________________________ 
Heidi J. Palchik 

      Commission on State Mandates 
980 Ninth Street, Suite 300 
Sacramento, CA  95814 
(916) 323-3562 
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COMMISSION ON STATE MANDATES

Mailing List
Last Updated: 5/27/15

Claim Number: 054282I03

Matter: Handicapped and Disabled Students

Claimant: County of San Mateo

TO ALL PARTIES, INTERESTED PARTIES, AND INTERESTED PERSONS:
Each commission mailing list is continuously updated as requests are received to include or
remove any party or person on the mailing list. A current mailing list is provided with commission
correspondence, and a copy of the current mailing list is available upon request at any time. Except
as provided otherwise by commission rule, when a party or interested party files any written
material with the commission concerning a claim, it shall simultaneously serve a copy of the
written material on the parties and interested parties to the claim identified on the mailing list
provided by the commission. (Cal. Code Regs., tit. 2, § 1181.3.)

Socorro Aquino, State Controller's Office
Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3227522
SAquino@sco.ca.gov

Lacey Baysinger, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3240254
lbaysinger@sco.ca.gov

Danielle Brandon, Budget Analyst, Department of Finance
915 L Street, Sacramento, CA 95814
Phone: (916) 4453274
danielle.brandon@dof.ca.gov

Allan Burdick, 
7525 Myrtle Vista Avenue, Sacramento, CA 95831
Phone: (916) 2033608
allanburdick@gmail.com

Gwendolyn Carlos, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3230706
gcarlos@sco.ca.gov

Annette Chinn, Cost Recovery Systems,Inc.
7052 East Bidwell Street, #294, Folsom, CA 95630
Phone: (916) 9397901
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achinncrs@aol.com

Marieta Delfin, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3224320
mdelfin@sco.ca.gov

Patrick Dyer, MGT of America
Claimant Representative
2001 P Street, Suite 200, Sacramento, CA 95811
Phone: (916) 5025243
pdyer@mgtamer.com

Donna Ferebee, Department of Finance
915 L Street, Suite 1280, Sacramento, CA 95814
Phone: (916) 4453274
donna.ferebee@dof.ca.gov

Susan Geanacou, Department of Finance 
915 L Street, Suite 1280, Sacramento, CA 95814
Phone: (916) 4453274
susan.geanacou@dof.ca.gov

Dorothy Holzem, California Special Districts Association
1112 I Street, Suite 200, Sacramento, CA 95814
Phone: (916) 4427887
dorothyh@csda.net

Justyn Howard, Program Budget Manager, Department of Finance
915 L Street, Sacramento, CA 95814
Phone: (916) 4451546
justyn.howard@dof.ca.gov

Edward Jewik, County of Los Angeles 
AuditorController's Office, 500 W. Temple Street, Room 603, Los Angeles, CA 90012
Phone: (213) 9748564
ejewik@auditor.lacounty.gov

Matt Jones, Commission on State Mandates
980 9th Street, Suite 300, Sacramento, CA 95814
Phone: (916) 3233562
matt.jones@csm.ca.gov

Jill Kanemasu, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3229891
jkanemasu@sco.ca.gov

Jay Lal, State Controller's Office (B08)
Division of Accounting & Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3240256
JLal@sco.ca.gov

Geoffrey Neill, Senior Legislative Analyst, Revenue & Taxation, California State
Association of Counties (CSAC)
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1100 K Street, Suite 101, Sacramento, CA 95814
Phone: (916) 3277500
gneill@counties.org

Andy Nichols, Nichols Consulting
1857 44th Street, Sacramento, CA 95819
Phone: (916) 4553939
andy@nicholsconsulting.com

Christian Osmena, Department of Finance
915 L Street, Sacramento, CA 95814
Phone: (916) 4450328
christian.osmena@dof.ca.gov

Arthur Palkowitz, Stutz Artiano Shinoff & Holtz
2488 Historic Decatur Road, Suite 200, San Diego, CA 92106
Phone: (619) 2323122
apalkowitz@sashlaw.com

Keith Petersen, SixTen & Associates
P.O. Box 340430, Sacramento, CA 958340430
Phone: (916) 4197093
kbpsixten@aol.com

Jai Prasad, County of San Bernardino
Office of AuditorController, 222 West Hospitality Lane, 4th Floor, San Bernardino, CA
924150018
Phone: (909) 3868854
jai.prasad@atc.sbcounty.gov

Kathy Rios, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3245919
krios@sco.ca.gov

David Scribner, Max8550
2200 Sunrise Boulevard, Suite 240, Gold River, CA 95670
Phone: (916) 8528970
dscribner@max8550.com

Jim Spano, Chief, Mandated Cost Audits Bureau, State Controller's Office
Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3235849
jspano@sco.ca.gov

Dennis Speciale, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3240254
DSpeciale@sco.ca.gov

Evelyn Suess, Principal Program Budget Analyst, Department of Finance
Local Government Unit, 915 L Street, Sacramento, CA 95814
Phone: (916) 4453274
evelyn.suess@dof.ca.gov
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° COUNTYorSAN MATEO 

OFFICE OF THE CONTROLLER 

June 17, 2015 

Heather Halsey, Executive Director 
Commission on State Mandates 
980 9th Street, Suite 300 

Sacramento, CA 95814 

Subject: 

Dear Ms. Halsey: 

County of San Mateo, Handicapped & Disabled Students 
Incorrect Reduction Claim, File# 05-4282-1-03 

Juan Raigoza 
Controller 

Shirley Tourel 
Assistant Controller 

555 County Center. 4th Floor 
Redwood City, CA 94063 
650-363-4777 
http://control ler .smcgov .org 

The County of San Mateo ("County") requests that the Commission on State Mandates ("Commission") 
continue its consideration of the above-referenced Incorrect Reduction Claim ("IRC") and thereafter 
revise its proposed decision for the above-entitled matter because the decision erroneously concludes 
that the above-referenced IRC was not timely filed. 

Specifically, the proposed decision is contrary to the record in this matter, as well as decisions of this 
Commission in factually similar cases, including, in particular, the Commission's Statement of Decision, 
dated August 1, 2011, in Case Nos. 05-4282-1-02 and 09-4282-1-04 (the "Orange County Decision"). A 
copy of the Orange County Decision is attached hereto for convenience. 

Background 

The County submitted claims for the fiscal years at issue throughout 1997, 1998, 1999 and 2000. On 
September 20, 2002, the State Controller's Office ("SCO") issued a draft audit report regarding these 
claims. The County submitted a rebuttal to the SCO audit on September 24, 2002, and the SCO issued 
an audit final report on December 26, 2002. The County submitted a Final County Rebuttal to the SCO 
on February 20, 2003, and the SCO issued its remittance advice on Apri l 28, 2003. 

The County filed the instant IRC on April 27, 2006. 

The Commission now argues, contrary to its prior holdings and the generally held understanding 
regarding the time lines for filing IRCs, that the County's IRC is untimely because it should have been 
filed within three years of the issuance of the SCO's final audit report, rather than the SCO's remittance 
advice. 

RECEIVED

Commission on
State Mandates

June 17, 2015
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Relevant Authority 

Former Section 1185 of the Commission's regulations, which applied during the relevant time period, 
required that an IRC "be filed with the [Commission] no later than three (3) years following the date of 
the Office of State Controller's remittance advice or other notice of adjustment notifying the claimant of 
a reduction." Cal. Code of Regs., title 2, § 1185 (Register 2003, No. 17). 

Analysis 

As noted, the County filed its IRC on April 27, 2006, within three years of issuance of the SCO's 
remittance advice. The Commission now asserts, though, that the IRC should have been filed within 
three years of the issuance of the SCO's final audit report because, based on the Commission's present 
interpretation, the final audit report constitutes "other notice of adjustment" notifying the County of a 
reduction of its claim. 

This, however, is contrary to both well-settled practice and understanding and the Commission's own 
precedents. First, it should be noted that both the SCO and the County have agreed that the three year 
time period for filing the instant IRC began to run from the date that the SCO issued its remittance 
advice. Neither of these two parties is arguing that the IRC was untimely. 

Moreover, the administrative appeal system described above makes clear that, even after issuance of 
the SCO's final audit report, the County may submit further materials and argument to the SCO with 
respect to its claim, including, for example, the submission of a rebuttal to the final audit report. Given 
the ongoing administrative process after the preparation of the SCO's final audit report, it is 
inappropriate to conclude that the report constitutes a "notice of adjustment" as that term is used in 
Section 1185. 

Indeed, the Commission's own Guide to the State Mandate Process, which remains accessible on the 
Commission's website, specifically states that "[a] local agency or school district filing an incorrect 
reduction claim must do so no later than three years after receiving the State Controller's Office 
remittance advice that provided notice of reduction." Guide to State Mandate Process, California 
Commission on State Mandates, at 7-1 (emphasis added and citing Cal Code of Regs., Title 2, § 1185). 

Importantly, the version of section 1185 of Title 2 relied on by the Commission to find the County's IRC 
untimely became operative on April 21, 2003 (see Commission Draft Proposed Decision 05-4282-1-03 at 
page 16). The Commission's Guide to the State Mandates Process, which cites and construes section 
1185 as triggering the running of the statute of limitations for filing an IRC only upon "receiving the State 
Controller's Office remittance advice," was published in December 2003, severa l months after the 
version on section 1185 applicable to the County's IRC at issue in this case came into effect. (For your 
convenience, I have attached copied of relevant pages of the Guide to the State Mandates Process.) 

On these facts, it would be illogical and patently unjust to apply a new interpretation of section 1185 to 
claims submitted in 2006 in reliance on the Commission's clear and established construction of that 
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regulation. Rather, local agencies should be entitled to rely on, and defer to, the Commission's 

reasonable construction of its regulations unless and until they have clear notice of a change in 

interpretation. 

A review of Commission decisions makes clear that the Commission provided no such notice of a change 

in regulatory interpretation at the time the County filed its IRC. In fact, if anything, Commission 

precedents show that the County was fully in compliance with the Commission's own interpretation of 

section 1185 when it filed the IRC in April 2006. 

For example, the Commission, construing the same regulatory text at issue here, under remarkably 

similar circumstances, rejected a claim that a county's IRC was untimely. In the Orange County Decision, 

cited above, the SCO argued that Orange County failed to file its IRC within the time required by the 

Commission's regulations. (Orange County Decision p. 8.) As San Mateo County did here, Orange 

County had used the date three years from the date of issuance of the remittance advice as the last date 

to file its I RC. 

Orange County's remittance advice and accompanying letter were dated April 28, 2003. (Orange County 

Decision p. 8.) The SCO referenced Section 1185, subdivision (b), that stated "[a]ll incorrect reduction 

claims shall be filed with the commission no later than three (3) years following the date of the Office of 

State Controller's remittance advice or other notice of adjustment notifying claimant of a reduction" and 

concluded that the last date to file an IRC was April 28, 2003. (Id.) However, Orange County did not file 

its claim until May 1, 2006, and the SCO asserted that Orange County's IRC was "precluded by the 

limitations provision of Section 1185."1 {Id.) 

In that case, the Commission noted that Orange County had received an audit report for the fiscal years 

at issue that identified the Controller's intention to reduce the County's claims and was dated December 

26, 2002, "four months earlier than the remittance advice." (Orange County Decision p. 9.) It further 

observed that three years from the date of the audit report would be December 26, 2005, or, as the 

decision noted parenthetically, "more than four months before [Orange] County filed its claim." (Id.) 

In this context the Orange County Decision repeated that "section 1185 of the Commission's regulations 
provided that the three year deadline to file an incorrect reduction claim starts to run from 'the date of 

the Office of State Controller's remittance advice or other notice of adjustment notifying the claimant of 

a reduction."' (Id., italics part of the Decision.) After noting that the Controller's Office did not base its 

statute of limitations argument on the date of the audit report, the Orange County Decision states: 

"[m]oreover, section 1185 of the Commission's regulations does not require the running of the time 

period from when a claimant first receives notice; but simply states that the time runs from either the 

remittance advice or other notice of adjustment." (Id., italics part of the Decision.) 

1 The Commission received Orange County's filing on May 1, 2006, but the filing was sent by express mail with a 
postmark of April 28, 2008. The Orange County Decision held County's fi ling was timely pursuant to Section 1181.1 
(g). (Orange County Decision pp. 8-9.) 
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The Orange County Decision concluded: "[t]hus, when viewed in a light most favorable to the County, 
and based on the policy determined by the courts favoring the disposition of cases on their merits rather 
than on procedural grounds, staff finds that the County timely filed the incorrect reduction claim .... " 
(Orange County Decision p. 9.) The same result should apply in this case. 

Reliance on the Commission's formal decisions is well established. "Once the Commission's decisions 
are final, whether after judicial review or without judicial review, they are binding, just as are judicial 
decisions. An administrative agency's quasi-judicial decision is binding in later civil actions. Unless a 
party to a quasi-judicial proceeding challenges the agency' s adverse findings made in that proceeding .. 
. those findings are binding in later civil actions . . .. Only the courts can set aside a specific Commission 
decision and command the Commission to reconsider, and, even then, this can be done only within the 
bounds of statutory procedure. (Gov. Code § 17559, subd. (b).)" (California Schoof Boards Assoc. v. 
State of California (2009) 171 Cal.App.4th 1183, 1200, citations and quotation omitted.) There is no 
reason that the Commission should reach a different result in this case from the Orange County Decision 
and, in fact, neither the County nor the SCO has asked that the Commission do so. 

Moreover, with respect to statutes of limitations, "[t]here are several policies underlying such statutes. 
One purpose is to give defendants reasonable repose ... [and another purpose] stimulates plaintiffs to 
pursue their claims diligently. A countervailing factor ... is the policy favoring disposition of cases on 
the merits rather than on procedural grounds." (Fox v. Ethicon Endo-Surgery, Inc. (2005) 35 Cal.4th 797, 
806, citations omitted.) "[A]nd, in a given case, may buy [repose] at the price of procedurally barring a 
cause of action that is in fact meritorious." (Norgart v. Upjohn Co. (1999) 21 Cal.4th 383, 396.) 

In terms of the limitations provision of Section 1185, there is no material factual distinction between 
Orange County's IRC and San Mateo County's IRC. The matters discussed above, and the Orange County 
Decision compel a reversal of the Commission's draft decision in this case, as well as a finding that the 
regulatory period of limitation applies from the date of the admittance advice, and that, therefore, this 
IRC is timely filed . 

We respectfully request that the Commission continue this item from the July hearing, accept the merits 
outlined in the IRC regarding findings 2, 3 and 4 of the SCO audit and reissue a staff analysis that speaks 
to those items. The County is prepared to provide any additional documentation to support the points 
outlined in this letter. Do not hesitate to contact Harshil Kanakia (hkanakia@smgov.org) at 650-599-
1080 or Patrick Dyer (pdyer@mgtamer.com) at 916-502-5243. 

Sincerely, 

L ~aigoza 
Auditor-Controller 
San Mateo County 
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BEFORE THE 

COMMISSION ON STATE MANDATES 

STATE OF CALIFORNIA 

IN RE INCORRECT REDUCTION CLAIM 
ON: 

Government Code Sections 7570-7588 

Statutes 1984, Chapter 1747 (AB 3632) 
Statutes 1985, Chapter 1274 (AB 882) 

California Code of Regulations, Title 4, 
Sections 60000-60610 (Emergency regulations 
effective January 1, 1986 [Register 86, No. 1], 
and re-filed June 30, 1986, designated effective 
July 12, 1986 [Register 86, No. 28 

Fiscal Years 1997-1998, 1998-1999, 
2000-2001 

County of Orange, Claimant. 

Case Nos.: 05-4282-1-02 and 09-4282-1-04 

Handicapped and Disabled Students 

STATEMENT OF DECISION 
PURSUANT TO GOVERNMENT CODE 
SECTION 17500 ET SEQ.; TITLE 2, 
CALIFORNIA CODE OF 
REGULATIONS, DIVISION 2, 
CHAPTER 2.5. ARTICLE 7 

(Adopted July 28, 2011) 

STATEMENT OF DECISION 

The attached Statement of Decision of the Commission on State Mandates is hereby adopted in 

the above-entitled matter. 

r1--
DREW BOHAN 
Executive Director 

Dated: August 1, 2011 
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BEFORE THE 
COMMISSION ON STATE MANDATES 

STATE OF CALIFORNIA 
IN RE INCORRECT REDUCTION CLAIM 
ON: 

Government Code Sections 7570-7588 

Statutes 1984, Chapter 1747 (AB 3632)  
Statutes 1985, Chapter 1274 (AB 882)  

California Code of Regulations, Title 2, 
Sections 60000-60610 (Emergency regulations 
effective January 1, 1986 [Register 86, No. 1], 
and re-filed June 30, 1986, designated effective 
July 12, 1986 [Register 86, No. 28 

Fiscal Years 1997-1998, 1998-1999,  
2000-2001 

County of Orange, Claimant. 

Case Nos.:  05-4282-I-02 and 09-4282-I-04 

Handicapped and Disabled Students 

STATEMENT OF DECISION  
PURSUANT TO GOVERNMENT CODE 
SECTION 17500 ET SEQ.; TITLE 2, 
CALIFORNIA CODE OF  
REGULATIONS, DIVISION 2,  
CHAPTER 2.5. ARTICLE 7 

(Adopted July 28, 2011) 

 
STATEMENT OF DECISION 

The Commission on State Mandates (Commission) heard and decided this incorrect reduction 
claim during a regularly scheduled hearing on July 28, 2011.  The claimant did not make an 
appearance and submitted the case on the record.  Mr. Jim Spano appeared for the State 
Controller’s Office. 

The law applicable to the Commission’s determination of a reimbursable state-mandated 
program is article XIII B, section 6 of the California Constitution, Government Code  
section 17500 et seq., and related case law. 

The Commission adopted the staff analysis at the hearing by a vote of 6 to 0 to deny this 
incorrect reduction claim. 

Summary of Findings 
This is an incorrect reduction claim filed by the County of Orange regarding reductions made by 
the State Controller’s Office to reimbursement claims for costs incurred in three fiscal years 
(1997-1998, 1998-1999, and 2000-2001), in the total amount of $2,676,659 to provide 
medication monitoring services to seriously emotionally disturbed pupils under the Handicapped 
and Disabled Students program.   

The Handicapped and Disabled Students program was enacted by the Legislature to implement 
federal law that requires states to guarantee to disabled pupils the right to receive a free and 
appropriate public education that emphasizes special education and related services, including 
psychological and other mental health services, designed to meet the pupil’s unique educational 
needs.  The program shifted to counties the responsibility and funding to provide mental health 
services required by a pupil’s individualized education plan (IEP).  
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The State Controller’s Office contends that medication monitoring is not a reimbursable activity 
during the audit period, and did not become reimbursable until fiscal year 2001-2002.  The State 
Controller’s Office also argues that the County’s first incorrect reduction claim filed for fiscal 
years 1997-1998 and 1998-1999 was not timely filed. 

The County disagrees with the State Controller’s Office.  The County seeks a determination from 
the Commission pursuant to Government Code section 17551(d), that the State Controller’s 
Office incorrectly reduced the claim, and requests that the Controller reinstate the $2,676,659 
reduced for fiscal years 1997-1998 through 2000-2001. 

The Commission finds that the County timely filed the first incorrect reduction claim for the 
1997-1998 and 1998-1999 fiscal year costs. 

The Commission further finds that the State Controller’s Office correctly reduced the County’s 
reimbursement claims for medication monitoring costs incurred in fiscal years 1997-1998,  
1998-1999, and 2000-2001.  The Handicapped and Disabled Students program has a long and 
complicated history.  However, the substantive issue presented in this claim relates to the sole 
issue of whether providing medication monitoring services is reimbursable in fiscal years 1997-
1998, 1998-1999, and 2000-2001.  As described in the analysis, the Commission has previously 
addressed the issue of medication monitoring and decisions have been adopted on the issue.  
These decisions are now final and must be followed here.  Thus, the Commission finds that the 
County is not eligible for reimbursement for providing medication monitoring services until  
July 1, 2001.   

BACKGROUND 
This is an incorrect reduction claim filed by the County of Orange for costs incurred in three 
fiscal years (1997-1998, 1998-1999, and 2000-2001) to provide medication monitoring services 
to seriously emotionally disturbed pupils under the Handicapped and Disabled Students 
program.1  The State Controller’s Office reduced the County’s reimbursement claims in the 
amount of $2,676,659, arguing that medication monitoring is not a reimbursable activity during 
the audit period, and did not become reimbursable until fiscal year 2001-2002.   

Position of the Parties 
Position of the State Controller’s Office 

The State Controller’s Office contends that medication monitoring is not a reimbursable activity 
under the parameters and guidelines in effect during the audited years.  The State Controller’s 
Office further argues that the County’s incorrect reduction claim filed for the fiscal year  

                                                 
1 The reduction of costs for medication monitoring for these fiscal years are as follows: 

Fiscal year   Amount of Reduction 

1997-1998   $  759,114 

1998-1999   $  870,701 

2000-2001   $1,046,844 

Total    $2,676,659 
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1997-1998 and 1998-1999 costs (05-4282-I-02) was filed after the time required in the 
Commission’s regulations, and should therefore not be considered by the Commission. 

Claimant’s Position  

The County disagrees with the reduction of costs by the State Controller’s Office and contends 
that medication monitoring is a reimbursable activity during the audit period in question.  The 
County argues that the parameters and guidelines state that “any” costs related to the mental 
health treatment services rendered under the Short-Doyle Act are reimbursable and, while 
“medication monitoring” is not specifically identified, it is not excluded either.  The County 
asserts that “medication monitoring” has always been part of the treatment services rendered 
under the Short-Doyle Act.  The County further asserts that the Commission clarified this point 
when it adopted the parameters and guidelines in Handicapped and Disabled Students II, 
specifically listing “medication monitoring” as a reimbursable activity. 

The County further argues that its first incorrect reduction claim on this issue (05-4282-I-02) was 
filed within the statute of limitations. 

The County seeks a determination from the Commission pursuant to Government Code  
section 17551(d), that the State Controller’s Office incorrectly reduced the claim, and requests 
that the Controller reinstate the $2,676,659 reduced for fiscal years 1997-1998,  
1998-1999, and 2000-2001. 

II. COMMISSION FINDINGS 
Government Code section 17561(b) authorizes the State Controller’s Office to audit the claims 
filed by local agencies and school districts and to reduce any claim for reimbursement of state-
mandated costs that the State Controller’s Office determines is excessive or unreasonable. 

Government Code Section 17551(d) requires the Commission to hear and decide a claim that the 
State Controller’s Office has incorrectly reduced payments to the local agency or school district.  
That section states the following: 

The commission, pursuant to the provisions of this chapter, shall hear and decide 
upon a claim by a local agency or school district filed on or after January 1, 1985, 
that the Controller has incorrectly reduced payments to the local agency or school 
district pursuant to paragraph (2) of subdivision (b) of Section 17561. 

If the Commission determines that a reimbursement claim has been incorrectly reduced,  
section 1185.7 of the Commission’s regulations requires the Commission to send the statement 
of decision to the State Controller’s Office and request that the costs in the claim be reinstated. 

A. The State Controller’s Office correctly reduced the County’s reimbursement claims 
for the costs incurred to provide medication monitoring services in fiscal years  
1997-1998, 1998-1999, and 2000-2001. 

Costs incurred for this program in fiscal years 1997-1998, 1998-1999, and 2000-2001 are 
eligible for reimbursement under the parameters and guidelines for Handicapped and Disabled 
Students (CSM 4282).  The test claim in Handicapped and Disabled Students was filed on 
Government Code section 7570 et seq., as added and amended by Statutes 1984 and 1985, and 
on the initial emergency regulations adopted in 1986 by the Departments of Mental Health and 
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Education to implement this program.2  In 1990 and 1991, the Commission approved the test 
claim and adopted parameters and guidelines, authorizing reimbursement for mental health 
treatment services as follows:   

Ten (10) percent of any costs related to mental health treatment services rendered under the 
Short-Doyle Act: 

1. The scope of the mandate is ten (10) percent reimbursement. 

2. For each eligible claimant, the following cost items, for the provision of mental 
health services when required by a child’s individualized education program, are 
ten (10) percent reimbursable (Gov. Code, § 7576): 

a. Individual therapy; 

b. Collateral therapy and contacts; 

c. Group therapy; 

d. Day treatment; and 

e. Mental health portion of residential treatment in excess of the State 
Department of Social Services payment for the residential placement. 

3. Ten (10) percent of any administrative costs related to mental health treatment 
services rendered under the Short-Doyle Act, whether direct or indirect. 

While the County acknowledges that medication monitoring is not expressly listed as a 
reimbursable activity in the parameters and guidelines, the County argues that medication 
monitoring is a reimbursable activity and that the parameters and guidelines authorize 
reimbursement for “any costs related to mental health treatment services rendered ….”  

The County’s interpretation of the issue, however, conflicts with prior final decisions of the 
Commission on the issue of medication monitoring.  

The Handicapped and Disabled Students (CSM 4282) decision addressed Government Code 
section 7576 and the implementing regulations as they were originally adopted in 1986.  
Government Code section 7576 required the county to provide psychotherapy or other mental 
health services when required by a pupil’s IEP.  Former section 60020 of the Title 2 regulations 
defined “mental health services” to include the day services and outpatient services identified in 
sections 542 and 543 of the Department of Mental Health’s Title 9 regulations.  (Former Cal. 
Code Regs., tit. 2, § 60020(a).)  Section 543 defined outpatient services to include “medication.”  
“Medication” was defined to include “prescribing, administration, or dispensing of medications 
necessary to maintain individual psychiatric stability during the treatment process,” and “shall 
include the evaluation of side effects and results of medication.”  

In 2004, the Commission was directed by the Legislature to reconsider its decision in 
Handicapped and Disabled Students.  On reconsideration of the program in Handicapped and 
Disabled Students (04-RL-4282-10), the Commission found that the phrase “medication 

                                                 
2 California Code of Regulations, title 2, division 9, sections 60000-60610 (Emergency 
Regulations filed December 31, 1985, designated effective January 1, 1986 (Register 86, No. 1) 
and re-filed June 30, 1986, designated effective July 12, 1986 (Register 86, No. 28)).   
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monitoring” was not included in the original test claim legislation.  “Medication monitoring” was 
added to the regulations for this program in 1998 (Cal. Code Regs. tit. 2, § 60020).  The 
Commission determined that: 

“Medication monitoring” is part of the new, and current, definition of “mental 
health services” that was adopted by the Departments of Mental Health and 
Education in 1998. The current definition of “mental health services” and 
“medication monitoring” is the subject of the pending test claim, Handicapped 
and Disabled Students II (02-TC-40 and 02-TC-49), and will not be specifically 
analyzed here.3 

Thus, the Commission did not approve reimbursement for medication monitoring in 
Handicapped and Disabled Students (CSM 4282) or on reconsideration of that program  
(04-RL-4282-10).  

The 1998 regulations were pled in Handicapped and Disabled Students II (02-TC-40/02-TC-49), 
however.  Handicapped and Disabled Students II was filed in 2003 on subsequent statutory and 
regulatory changes to the program, including the 1998 amendments to the regulation that defined 
“mental health services.” On May 26, 2005, the Commission adopted a statement of decision 
finding that the activity of “medication monitoring,” as defined in the 1998 amendment of 
section 60020, constituted a new program or higher level of service beginning July 1, 2001.  The 
Commission’s decision in Handicapped and Disabled Students II states the following: 

The Department of Finance argues that “medication monitoring” does not 
increase the level of service provided by counties.  The Department states the 
following: 

It is our interpretation that there is no meaningful difference between 
the medication requirements under the prior regulations and the new 
regulations of the test claim.  The existing activities of “dispensing of 
medications, and the evaluation of side effects and results of 
medication” are in fact activities of medication monitoring and seem 
representative of all aspects of medication monitoring.  To the extent 
that counties are already required to evaluate the “side effects and 
results of medication,” it is not clear that the new requirement of 
“medication monitoring” imposes a new or higher level of service. 
[footnote omitted.]   

The Commission disagrees with the Department’s interpretation of section 60020, 
subdivisions (i) and (f), of the regulations, and finds that “medication monitoring” 
as defined in the regulation increases the level of service required of counties.   

The same rules of construction applicable to statutes govern the interpretation of 
administrative regulations. [Footnote omitted.]  Under the rules of statutory 
construction, it is presumed that the Legislature or the administrative agency 
intends to change the meaning of a law or regulation when it materially alters the 
language used. [Footnote omitted.]  The courts will not infer that the intent was 

                                                 
3 Statement of decision, Reconsideration of Handicapped and Disabled Students  
(04-RL-4282-10), page 42. 
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only to clarify the law when a statute or regulation is amended unless the nature 
of the amendment clearly demonstrates the case. [Footnote omitted.] 

In the present case, the test claim regulations, as replaced in 1998, materially 
altered the language regarding the provision of medication.  The activity of 
“dispensing” medications was deleted from the definition of mental health 
services.  In addition, the test claim regulations deleted the phrase “evaluating the 
side effects and results of the medication,” and replaced the phrase with 
“monitoring of psychiatric medications or biologicals as necessary to alleviate the 
symptoms of mental illness.”  The definitions of “evaluating” and “monitoring” 
are different.  To “evaluate” means to “to examine carefully; appraise.”4  To 
“monitor” means to “to keep watch over; supervise.”5  The definition of 
“monitor” and the regulatory language to monitor the “psychiatric medications or 
biologicals as necessary to alleviate the symptoms of mental illness” indicate that 
the activity of “monitoring” is an ongoing activity necessary to ensure that the 
pupil receives a free and appropriate education under federal law.  This 
interpretation is supported by the final statement of reasons for the adoption of the 
language in section 60020, subdivision (f), which state that the regulation was 
intended to make it clear that “medication monitoring” is an educational service 
that is provided pursuant to an IEP, rather than a medical service that is not 
allowable under the program.6 

Neither the Department of Mental Health nor the Department of Education, 
agencies that adopted the regulations, filed substantive comments on this test 
claim.  Thus, there is no evidence in the record to contradict the finding, based on 
the rules of statutory construction, that “medication monitoring” increases the 
level of service on counties. 

Therefore, the Commission finds that the activity of “medication monitoring,” as 
defined in section 60020, subdivisions (f) and (i), constitutes a new program or 
higher level of service.7 

In 2001, the Counties of Los Angeles and Stanislaus filed separate requests to amend the 
parameters and guidelines for the original program in Handicapped and Disabled Students  
(CSM 4282).  As part of the requests, the Counties wanted the Commission to apply the 1998 
regulations, including the provision of medication monitoring services, to the original parameters 
and guidelines.  On December 4, 2006, the Commission denied the request, finding that the 1998 
regulations were not pled in original test claim, and cannot by law be applied retroactively to the 
original parameters and guidelines in Handicapped and Disabled Students (CSM 4282).  The 
analysis adopted by the Commission on the issue states the following: 

                                                 
4 Webster’s II New College Dictionary (1999) page 388. 
5 Id. at page 708. 
6 Final Statement of Reasons, page 7. 
7 Statement of decision, Handicapped and Disabled Students II (02-TC-40/02-TC-49),  
pages 37-39. 
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The counties request that the Commission amend the provision in the parameters 
and guidelines for mental health services to include the current regulatory 
definition of “mental health services,” medication monitoring, and crisis 
intervention.  The counties request the following language be added to the 
parameters and guidelines: 

For each eligible claimant, the following cost items, for the provision of 
services when required by a child’s individualized education program in 
accordance with Section 7572(d) of the Government Code: psychotherapy 
(including outpatient crisis-intervention psychotherapy provided in the normal 
course of IEP services when a pupil exhibits acute psychiatric symptoms, 
which, if untreated, presents an imminent threat to the pupil) as defined in 
Section 2903 of the Business and Professions Code provided to the pupil 
individually or in a group, collateral services, medication monitoring, 
intensive day treatment, day rehabilitation, and case management are 
reimbursable (Government Code 7576).  “Medication monitoring” includes 
medication support services with the exception of the medications or 
biologicals themselves and laboratory work.  Medication support services 
include prescribing, administering, dispensing and monitoring of psychiatric 
medications or biologicals necessary to alleviate the symptoms of mental 
illness. [Footnote omitted.] 

The counties’ proposed language, however, is based on regulations amended by 
the Departments of Mental Health and Education effective July 1, 1998.  (Cal. 
Code Regs., tit. 2, § 60020, subds. (i) and (f).)  The 1998 regulations were 
considered by the Commission in Handicapped and Disabled Students II  
(02-TC-40/02-TC-49), and approved for the following activities beginning  
July 1, 2001:   

• Provide individual or group psychotherapy services, as defined in 
Business and Professions Code section 2903, when required by the pupil’s 
IEP.  This service shall be provided directly or by contract at the discretion 
of the county of origin.  (Cal. Code Regs., tit. 2, § 60020, subd. (i).) 

• Provide medication monitoring services when required by the pupil’s IEP.  
“Medication monitoring” includes all medication support services with the 
exception of the medications or biologicals themselves and laboratory 
work.  Medication support services include prescribing, administering, and 
monitoring of psychiatric medications or biologicals as necessary to 
alleviate the symptoms of mental illness.  This service shall be provided 
directly or by contract at the discretion of the county of origin.  (Cal. Code 
Regs., tit. 2, § 60020, subds. (f) and (i).) 

The Commission’s findings in Handicapped and Disabled Students II  
(02-TC-40/02-TC-49), approving reimbursement for medication monitoring and 
psychotherapy services as currently defined in the regulations were not included 
in the original test claim (CSM 4282) and, thus, cannot be applied retroactively to 
the original parameters and guidelines.  Based on Government Code  
section 17557, subdivision (e), the reimbursement period for the activities 
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approved by the Commission in Handicapped and Disabled II begins  
July 1, 2001. 

Therefore, the proposed amendment to add language based on the current 
definition of “mental health services,” including medication monitoring, is 
inconsistent with, and not supported by the Commission’s original 1990 
Statement of Decision in Handicapped and Disabled Students (CSM 4282).8 

These decisions of the Commission are final, binding decisions and were never challenged by the 
parties.  Once “the Commission’s decisions are final, whether after judicial review or without 
judicial review, they are binding, just as judicial decisions.”9  Accordingly, based on these 
decisions, counties are not eligible for reimbursement for medication monitoring until  
July 1, 2001. 

Therefore, the State Controller’s Office correctly reduced the reimbursement claims of the 
County of Orange for costs incurred in fiscal years 1997-1998, 1998-1999, and 2000-2001 to 
provide medication monitoring services to seriously emotionally disturbed pupils under the 
Handicapped and Disabled Students program. 

B. The County’s first incorrect reduction claim (05-4282-I-02) was filed within the time 
required by the Commission’s regulations and, thus, the Commission has 
jurisdiction to determine the claim. 

The State Controller’s Office argues that the County failed to file the incorrect reduction claim 
for fiscal years 1997-1998 and 1998-1999 (05-4282-I-02) within the time required by the 
Commission’s regulations.  The Controller’s Office states the following: 

Section 1185, subdivision (b) states that “[a]ll incorrect reduction claims shall be 
filed with the commission no later than three (3) years following the date of the 
Office of State Controller’s remittance advice or other notice of adjustment 
notifying the claimant of a reduction.”  In this case, the remittance advice and 
accompanying letter were dated April 28, 2003 (See pages 2-5 of Exhibit C of the 
Claimant’s IRC).  Therefore, the last date to file an IRC was April 28, 2003.  
However, the Claimant did not file its claim until May 1, 2003, outside the time 
frame provided, and thus, the IRC is precluded by the limitations provision of 
Section 1185. 

Using the date of the remittance advice, the County’s filing is timely.  Section 1181.1(g) of the 
Commission’s regulations defines “filing date” as follows: 

. . . the date of delivery to the commission office during normal business hours.  
For purposes of meeting the filing deadlines required by statute, the filing is 
timely if: 

(1) The filing is submitted by certified or express mail or a common 
carrier promising overnight delivery, and 

                                                 
8 Analysis adopted by Commission on December 4, 2006, in 00-PGA-03/04. 
9 California School Boards Assoc. v. State of California (2009) 171 Cal.App.4th 1183, 1200. 
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(2) The time for its filing had not expired on the date of its mailing by 
certified or express mail as shown on the postal receipt or postmark, or 
the date of its delivery to a common carrier promising overnight 
deliver as shown on the carrier’s receipt. 

Section 1181.2 further states that “service by mail is complete when the document is deposited in 
the mail.” 

In this case, the County mailed the incorrect reduction claim (05-4282-I-02) by express mail with 
a postmark of April 28, 2006, three years to the day of the remittance advice.  Although the 
Commission received the filing on May 1, 2006, the claim would still be considered timely, 
when using the date of the remittance advice.  The time for filing had not expired when the claim 
was deposited in the mail on April 28, 2006.   

However, at the time the County filed its incorrect reduction claim, section 1185 of the 
Commission’s regulations provided that the three year deadline to file an incorrect reduction 
claim starts to run from “the date of the Office of State Controller’s remittance advice or other 
notice of adjustment notifying the claimant of a reduction.”  The audit report for the County’s 
reimbursement claims filed for fiscal years 1997-1998 and 1998-1999 identifies the Controller’s 
intention to reduce the County’s claims for medication monitoring and is dated  
December 26, 2002, four months earlier than the remittance advice.  Three years from the date of 
the audit report would be December 26, 2005 (more than four months before the County filed its 
claim). 

The Controller’s Office does not base its statute of limitations argument on the date of the audit 
report, however.  Moreover, section 1185 of the Commission’s regulations does not require the 
running of the time period from when a claimant first receives notice; but simply states that the 
time runs from either the remittance advice or other notice of adjustment.   

Thus, when viewed in a light most favorable to the County, and based on the policy determined 
by the courts favoring the disposition of cases on their merits rather than on procedural 
grounds,10 staff finds that the County timely filed the incorrect reduction claim for the fiscal year 
1997-1998 and 1998-1999 costs. 

III. CONCLUSION 
The Commission concludes that the State Controller’s Office correctly reduced the County’s 
reimbursement claims for costs incurred in fiscal years 1997-1998, 1998-1999, and 2000-2001, 
for providing medication monitoring services to seriously emotionally disturbed pupils under the 
Handicapped and Disabled Students program.   

 

                                                 
10 O’Riordan v. Federal Kemper Life Assurance (2005) 36 Cal.4th 281, 284; California 
Department of Corrections and Rehabilitation v. State Personnel Board (2007) 147  
Cal.App.4th 797, 805. 
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INCORRECT REDUCTION CLAIM 

Incorrect: Reduct:ion Claim Cont:ent: 
Each incorrect reduction claim must be filed on a form provided by the Commission and must 

include one original and two copies. An incorrect reduction claim must contain at least the 

following elements and documents: 

• A copy of the State Controller's claiming instructions, (if available) in effect during the fiscal 

year(s) of the reimbursement claim(s). 

• A detailed written narrative that describes the alleged incorrect reduction(s). The narrative 

should include, if known, a comprehensive description of the reduced or disallowed area(s) 

of cost(s). 

• ff the narrative describing the alleged incorrect reduction(s) involves more than discussion of 

statutes, regulations or legal argument, and relies on assertions or representations of fact, such 

assertions or representations must be supported by testimonial or documentary evidence 

submitted with the claim. All documentary evidence must be authenticated by declarations 

Wider penalty of perjury signed by individuals who are authorized and competent to do so. 

Declarations must also be based on the declarant's personal knowledge, information or belief. 

• ff available, a copy of the final state audit report or letter or the remittance advice or other 

notice of adjustment from the Controller, which explains the reason(s) for the reduction or 

disallowance. 

• A copy of the letter sent by the claimant or the claimant's representative to the State Controller 

explaining why the disputed reduction should be restored. 

• A copy of the subject reimbursement claims the claimant submitted to the Controller. • 

The Commission must detennine whether an incorrect reduction claim is complete within 

10 days after it Is filed. 7 ff any of the preceding elements or documents are missing, illegible, 

insufficient, or without appropriate declarations, Commission staff deems the incorrect reduction 

claim "incomplete" and returns it to the claimant for completion. 1 The local agency or school 

district has 30 days to complete the claim. 9 ff a complete incorrect reduction claim is not received 

by the commission with thirty (30) days from the date the incomplete claim was returned to the 

claimant, the commission shall deem the filing to be withdrawn. 11 

What: Happens After an Incorrect Reduction 
Claim Is Received? 
Agency Respome 
Within ten days of receiving a complete Incorrect reduction claim, Commission staff forwards a 

copy of the claim to the State Controller's Office. The Controller has no more than 90 days to file 

written oppositions or recommendations on the incorrect reduction claim.11 Any written 

opposition or recommendation filed with the Commission must simultaneously be served on the 

claimant and their designated representatives. All filings must include proof of service.12 

SEcrlON 7 - 2 
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INCORRECT REDUCTION CLAIM: 

If written oppositions or recommendations involve more than a discussion of statutes, regulations 

or legal argument, and use assertions or representations of fact, such assertions or representations 

must be supported by documentary evidence submitted with the response. All documentary 

evidence must be authenticated by declarations under penalty of perjury signed by individuals 

authorized and competent to do so. In addition, declarations must be based on the declarant's 

personal knowledge, Information or belief.1S 

Claimant Rebuttal 

Upon receipt of the Controller's response, the claimant may file a rebuttal and any supporting 

docwnentation with the Commission. Rebuttals are due 30 days after receipt of the Controller's 

comments. Assertions or representations of fact must be supported by documentary evidence 

submitted with the rebuttal. Documentary evidence must be authenticated by declarations under 

penalty of perjury and signed by individuals who are authorized and competent to do so, based 
on the declarant's personal knowledge, information or belief.14 

Development: of" St:afT Analysis 
Staff analyzes an incorrect reduction claim after responses and rebuttals are received and 

reviewed. At least eight weeks before the scheduled hearing on the claim, staff completes an 

analysis and circulates It to the parties. It Includes, but Is not limited to, a review of written 

responses, opposition, recommendations, comments, and rebuttals filed by the State Controller 

and the claimant. This analysis aids Commission members in deciding the claim. The 

Commission may combine analyses of incorrect reduction claims from different local entities 

if staff detennines the claims contain similar issues. 

Any comments on the analysis and supporting docwnents must be filed and received in the 

Commission's office at least five weeks, or by the due date specified, before the scheduled 

hearing. Staff includes timely-filed comments in the record of the incorrect reduction claim that 

is presented to the Commission. 

Commission Meeting and Hearing 
Notice and Agenda 

At least 10 days before the Commission meeting, the executive director issues a notice and 

agenda for the meeting to all parties, interested parties and interested persons.15 The notice and 

agenda are also available on the Commission's web site (www.csm.ca.gov).18 

Commlssion Meeting 

The Commission is required to meet to carry out Commission business. Although different items 

may be heard at the same Commission meeting, the hearing on incorrect reduction claims is 

governed by article 7 of the Commission regulations. The hearing and evidentiary procedures 

may be different for each item on the meeting agenda. 

SECTION 7 - 3 
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INCORRECT REDUCTION CLAIM 

The chairperson may cancel, reschedule or modify the starting time or place of any meeting for 

good cause. All meetings are open to the public and subject to the Bagley-Keene Open Meeting 

Act. 17 However, the Commission may meet in closed executive session to consider certain 

personnel matters and litigation. 18 

In all cases not covered by section 17500 et seq. of the Government Code, the Open Meeting Act 

and Commission regulations, the authority for Commission meetings defaults to the revised 

Robert's Rules of Order. 1' 

Hearing on Incorrect: Reduct:ion Claims 
At the hearing, the Commission may adopt, continue or deny a claim. Each incorrect reduction 

claim hearing takes place during the Commission's regularly scheduled meeting, which Is 

conducted according to article 7 of Commission regulations. Prior to an incorrect reduction claim 

hearing, the claimant may submit a statement to the Commission indicating its preference for the 

claim to be heard by the Commission itself, a hearing panel or a hearing officer. 20 

If heard by the Commission, the incorrect reduction claim hearing begins with staff summarizing 

the undisputed facts and issues of the claim. The claimant then states its position and presents 

evidence. Thereafter, the State Controller's Office can do the same. 

The claimant is given an opportunity to reply. At any time during the hearing, Commission 

members and the executive director may ask questions of any party or witness. Zl When the 

presentations and questioning are complete, the Commission makes a motion and votes on the 

claim. If the Commission determines the Controller incorrectly reduced a reimbursement claim, it 

outlines the reasons for the decision and sends this statement of decision to the State Controller. 

The statement of decision communicates the Commission's action on the incorrect reduction 

claim, and requests that the Controller reinstate the costs that were incorrectly reduced. 2.1 If the 
Commission determines that the reimbursment claim was not incorrectly reduced, claimants may 

file action in court to overturn the Commission's determination. 

If the Commission determines the 

Controller incorrectly reduced a 

reimbursement claim, it outlines the 

reasons for the decision and sends 

this statement of decision to the 

State Controller. 

SEcrlON 7 - 4 

Wit:hdrawal oCincorrect: 
Reduct:ion Claims 
The claimant may withdraw an incorrect reduction claim by 

written application any time before the Commission adopts 

a decision, or by oral application at the hearing on the 

claim. If such action is taken, the Commission may issue a 

decision dismissing the claim. n 
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1 Gov. Code,§ 17561, subd. (d)(2). 
2 Gov. Code, §17551, subd. (d). 
3 Gov. Code,§ 17553, subd. (d). 
4 Cal. Code Regs., tit. 2, § 1185, subd. (b). 
5 Cal. Code Regs., tit. 2, § 1185, subd. (c). 
6 Cal. Code Regs., tit. 2, § 1185, subd. (e). 
1 Gov. Code,§ 17553, subd. (d); Cal. Code Regs., tit. 2, § 1185, subd. (f). 
8 Cal. Code Regs., tit. 2, § 1185, subd. (f). 
9 Gov. Code,§ 17553, subd. (d). 
10 Cal. Code Regs., tit. 2, § 1185, subd. (f). 
11 Gov. Code,§ 17553, subd. (d). 
12 Cal. Code Regs., tit. 2, § 1185.01, subd. (b). 
13 Cal. Code Regs .• tlt. 2, § 1185.01, subd. (b). 
14 Cal. Code Regs., tit. 2, § 1185.01, subd. (c). 
15 Cal. Code Regs., tit. 2, § 1182.1, subd. (b). 
16 Gov. Code, § 11125. 
17 Gov. Code,§§ 11123, and 17526, subd. (a). 
18 Gov. Code,§§ 11123, and 17526, subd. (a). 
19 Cal. Code Regs., tit. 2, § 1182.4. 
20 Cal. Code Regs., tit. 2, § 1187.3, subd. (a). 
21 Cal. Code Regs., tit. 2, § 1187.6, subd. (d). 
22 Cal. Code Regs., tit. 2, § 1185.03. 
23 Cal. Code Regs., tit. 2, § 1185.1. 

INCORRECT REDUCTION CLAIM: 
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Hearing Date:  September 25, 2015 
J:\MANDATES\IRC\2005\4282 (Handicapped and Disabled Students)\05-4282-I-03\IRC\Revised Draft PD.docx 

 
ITEM __ 

INCORRECT REDUCTION CLAIM 
REVISED DRAFT PROPOSED DECISION 

Government Code Sections 7570-7588 

Statutes 1984, Chapter 1747 (AB 3632); Statutes 1985, Chapter 1274 (AB 882) 

California Code of Regulations, Title 2, Sections 60000-60200 (Emergency regulations effective 
January 1, 1986 [Register 86, No. 1], and re-filed June 30, 1986, effective July 12, 1986 

[Register 86, No. 28] 

Handicapped and Disabled Students 
Fiscal Years 1996-1997, 1997-1998, and 1998-1999 

05-4282-I-03 
County of San Mateo, Claimant 

EXECUTIVE SUMMARY 
Overview 
This incorrect reduction claim (IRC) addresses reductions made by the State Controller’s Office 
(Controller) to reimbursement claims filed by the County of San Mateo (claimant) for costs 
incurred during fiscal years 1996-1997 through 1998-1999 under the Handicapped and Disabled 
Students program.     

The following issues are in dispute:  

• Reductions based on services that claimant alleges were inadvertently miscoded in the 
reimbursement claim forms;  

• Whether costs for medication monitoring and crisis intervention are eligible for 
reimbursement; and 

• Whether reductions of the full amount of revenues and disbursements received by 
claimant under the Early Periodic Screening, Diagnosis, and Testing (EPSDT) program 
are correct as a matter of law and supported by evidence in the record.1 

The Handicapped and Disabled Students Program  

The Handicapped and Disabled Students program was enacted by the Legislature to implement 
federal law that requires states to guarantee to disabled pupils the right to receive a free and 
appropriate public education that emphasizes special education and related services, including 
psychological and other mental health services, designed to meet the pupil’s unique educational 

                                                 
1 The total disputed reduction over three fiscal years is $3,323,423. 
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needs.  The program shifted to counties the responsibility and funding to provide mental health 
services required by a pupil’s individualized education plan (IEP).  

In 1990 and 1991, the Commission on State Mandates (Commission) approved the test claim and 
adopted parameters and guidelines, authorizing reimbursement for mental health treatment 
services. 

Procedural History 
On December 26, 2002, the Controller issued a “final audit report,” which states in its cover 
letter:  “The SCO has established an informal review process to resolve a dispute of facts.  The 
auditee should submit, in writing, a request for a review and all information pertinent to the 
disputed issues within 60 days after receiving the final report”.2  On February 20, 2003, claimant 
filed a response to the final audit report.3  On April 28, 2003, the Controller issued three 
remittance advice letters, one for each of the fiscal years at issue.4  On April 28, 2006, the 
claimant filed this IRC.5  On May 4, 2009, the Controller submitted written comments on the 
IRC.6  On March 15, 2010, the claimant submitted rebuttal comments.7 

Commission staff issued a draft proposed decision on the IRC on May 28, 2015.8  On June 17, 
2015, the claimant submitted comments on the draft and a request to postpone the matter, which 
was denied.9  Upon further review, Commission staff determined that claimant’s comments 
raised substantial and complex issues and revised its recommendations, postponed the matter to 
the September hearing, and issued a revised draft proposed decision on July 28, 2015.10 

Commission Responsibilities 
Government Code section 17561(b) authorizes the Controller to audit the claims filed by local 
agencies and school districts and to reduce any claim for reimbursement of state-mandated costs 
that the Controller determines is excessive or unreasonable. 

Government Code Section 17551(d) requires the Commission to hear and decide a claim that the 
Controller has incorrectly reduced payments to the local agency or school district.  If the 
Commission determines that a reimbursement claim has been incorrectly reduced,  
section 1185.9 of the Commission’s regulations requires the Commission to send the decision to 
the Controller and request that the costs in the claim be reinstated. 

                                                 
2 Exhibit A, IRC 05-4282-I-03, page 71. 
3 Exhibit A, IRC 05-4282-I-03, page 104. 
4 Exhibit A, IRC 05-4282-I-03, pages 1; 373-377. 
5 Exhibit A, IRC 05-4282-I-03, page 1. 
6 Exhibit B, Controller’s Comments. 
7 Exhibit C, Claimant Rebuttal. 
8 Exhibit D, Draft Proposed Decision. 
9 Exhibit E, Claimant Comments and Request for Postponement. 
10 Exhibit F, Revised Draft Proposed Decision. 
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The Commission must review questions of law, including interpretation of parameters and 
guidelines, de novo, without consideration of conclusions made by the Controller in the context 
of an audit.  The Commission is vested with exclusive authority to adjudicate disputes over the 
existence of state-mandated programs within the meaning of article XIII B, section 6.11  The 
Commission must also interpret the Government Code and implementing regulations in 
accordance with the broader constitutional and statutory scheme.  In making its decisions, the 
Commission must strictly construe article XIII B, section 6 and not apply it as an “equitable 
remedy to cure the perceived unfairness resulting from political decisions on funding 
priorities.”12 

With regard to the Controller’s audit decisions, the Commission must determine whether they 
were arbitrary, capricious, or entirely lacking in evidentiary support.  This standard is similar to 
the standard used by the courts when reviewing an alleged abuse of discretion of a state 
agency.13    

The Commission must also review the Controller’s audit in light of the fact that the initial burden 
of providing evidence for a claim of reimbursement lies with the claimant.14  In addition, section 
1185.1(f) and 1185.2(c) of the Commission’s regulations requires that any assertions of fact by 
the parties to an IRC must be supported by documentary evidence.  The Commission’s ultimate 
findings of fact must be supported by substantial evidence in the record.15 

Claims 
The following chart provides a brief summary of the claims and issues raised and staff’s 
recommendation. 

Issue Description Staff Recommendation 

Was the IRC 
was timely 
filed? 

At the time pertinent to this IRC, section 
1185 of the Commission’s regulations 
stated as follows: “All incorrect reduction 
claims shall be filed with the commission 
no later than three (3) years following the 
date of the Office of State Controller’s 

The IRC was timely filed – 
The IRC was filed on  
April 27, 2006, and after 
requesting additional 
documentation, was deemed 
complete on May 25, 2006.  

                                                 
11 Kinlaw v. State of California (1991) 54 Cal.3d 326, 331-334; Government Code sections 
17551, 17552.  
12 County of Sonoma, supra, 84 Cal.App.4th 1264, 1280, citing City of San Jose v. State of 
California (1996) 45 Cal.App.4th 1802, 1817.  
13 Johnston v. Sonoma County Agricultural (2002) 100 Cal.App.4th 973, 983-984.  See also 
American Bd. of Cosmetic Surgery, Inc. v. Medical Bd. of California (2008) 162 Cal.App.4th 
534, 547. 
14 Gilbert v. City of Sunnyvale (2005) 130 Cal.App.4th 1264, 1274-1275. 
15 Government Code section 17559(b), which provides that a claimant or the state may 
commence a proceeding in accordance with the provisions of section 1094.5 of the Code of Civil 
Procedure to set aside a decision of the Commission on the ground that the Commission’s 
decision is not supported by substantial evidence in the record. 
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remittance advice or other notice of 
adjustment notifying the claimant of a 
reduction.”  Section 1185 further provides 
that an incomplete incorrect reduction claim 
filing may be cured within thirty days to 
preserve the original filing date. 

The Controller contends that this IRC was 
filed on May 25, 2006, the date the IRC was 
deemed complete, and it was therefore not 
timely based on the remittance advice 
letters issued to the claimant on April 28, 
2003.  Thus, the Controller asserts that the 
Commission does not have jurisdiction to 
hear and determine this IRC.   

 

The “final audit report” 
issued December 26, 2002 
describes the reductions that 
the Controller intended to 
take and the reasons for the 
reductions.  However, the 
“final audit report” contains 
an express invitation for the 
claimant to participate in 
further dispute resolution, and 
invites the claimant to submit 
additional documentation to 
the Controller, which 
indicates that it was not the 
Controller’s final 
determination on the subject 
claims.  The remittance 
advice letters dated April 28, 
2003, provide the 
Controller’s final 
determination on the audit 
and the first notice of an 
actual adjustment to the 
claimant following the 
informal audit review of the 
final audit report.  Since the 
IRC was filed on April 27, 
2006, within three years of 
the April 28, 2003 remittance 
advice letters, the IRC is 
timely filed. 

Reduction of 
costs claimed 
for 
“Residential, 
Other” and 
“Skilled 
Nursing.” 

The Controller reduced costs claimed for 
“Residential, Other” and “Skilled Nursing” 
by $76,223 and $21,708, respectively, on 
the ground that these service costs were 
ineligible for reimbursement. 

The claimant argues that these costs were 
simply miscoded on the claim forms, and 
the costs in question were actually related to 
eligible day treatment services for patients 
in residential and skilled nursing facilities.  
The claimant corrected the coding and 
submitted corrected worksheets to support 
the costs claimed. 

 

Incorrect – Staff finds the 
claimant’s worksheets show 
evidence of the validity of the 
costs claimed and satisfy the 
documentation requirements 
of the parameters and 
guidelines.  The worksheets 
contain the name of the 
provider and identify the 
service provided with day 
treatment codes, the dates the 
services were provided, and 
the costs paid.  The 
parameters and guidelines do 
not require declarations, 
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contracts, or billing 
statements from the treatment 
provider.  Therefore, this 
reduction is incorrect as a 
matter of law and arbitrary, 
capricious, or entirely lacking 
in evidentiary support. 

Reduction of 
all costs to 
provide 
medication 
monitoring 
services to 
seriously 
emotionally 
disturbed 
pupils. 

The Controller reduced all costs claimed for 
medication monitoring, totaling $1,007,332, 
on the basis that this is not a reimbursable 
activity.  The claimant argues that the 
disallowed activity is an eligible component 
of the mandated program, and that the 
Controller’s decision to reduce these costs 
relies on a too-narrow interpretation of the 
parameters and guidelines. 

Correct – The Commission 
has already decided that 
“medication monitoring” was 
not mandated by the original 
test claim legislation or the 
implementing regulations.  
Medication monitoring was 
added to the regulations for 
this program in 1998 and was 
approved in Handicapped 
and Disabled Students II, 02-
TC-40/02-TC-49.  The 
Controller’s reduction is 
correct as a matter of law. 

Reduction of 
all costs 
claimed  
for crisis 
intervention.  

The Controller reduced all costs claimed for 
all fiscal years for crisis intervention, 
totaling $224,318, on the ground that crisis 
intervention is not reimbursable.   

The claimant argues that it “provided 
mandated . . . crisis intervention services 
under the authority of the California Code 
of Regulations – Title 2, Division 9, Joint 
Regulations for Handicapped Children.” 

The claimant cites the test claim 
regulations, which incorporate by reference 
section 543 of title 9, which expressly 
included crisis intervention as a service 
required to be provided if the service is 
identified in a pupil’s IEP.  Claimant argues 
that these services were provided under the 
mandate, even though the parameters and 
guidelines did not expressly provide for 
them. 

Partially Correct –The 
requirement to provide crisis 
intervention services was 
expressly repealed beginning 
July 1, 1998, and is no longer 
reimbursable. Therefore the 
reduction for costs incurred in 
1998-1999 is correct as a 
matter of law. 

However, the reduction of 
costs for fiscal years 1996-
1997 and 1997-1998 is 
incorrect as a matter of law.  
The test claim decision 
approved the regulations that 
expressly included crisis 
intervention as a required 
service and found that 
providing psychotherapy and 
other mental health services 
required by the pupil’s IEP 
was mandated by the state. 

Reductions 
based on 

The 1991 parameters and guidelines 
identify the following potential offsetting 

Partially Correct – Staff 
finds that the Controller’s 
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alleged 
understated 
offsetting state 
EPSDT 
revenues. 

revenues that must be identified and 
deducted from a reimbursement claim for 
this program: “any other reimbursement for 
this mandate (excluding Short-Doyle 
funding, private insurance payments, and 
Medi-Cal payments), which is received 
from any source, e.g. federal, state, etc.”  

Finding 3 of the Controller’s final audit 
report states that the claimant did not 
account for or identify the portion of Medi-
Cal funding received from the state under 
the EPSDT program as offsetting revenue.  
The auditor deducted the entire amount of 
state EPSDT revenues received by the 
claimant ($2,069,194) during the audit 
period because the claimant did not provide 
adequate information regarding how much 
of these funds were actually applicable to 
the mandate.  

The claimant disputes the reduction and 
states that the Controller incorrectly 
deducted all of the EPSDT state general 
fund revenues, even though a significant 
portion of that EPSDT revenue was not 
linked to the population served in the claim. 
The claimant estimates the portion of 
EPSDT revenue attributable to the mandate 
at approximately, or less than, ten percent. 

application of all state 
EPSDT funds received by 
claimant as an offset is not 
supported by the law or 
evidence in the record and is 
therefore arbitrary, 
capricious, and entirely 
lacking in evidentiary 
support.  EPSDT services and 
funds are not limited to this 
mandated program.  

Staff also finds, based on 
assertions made by the 
claimant, that some EPSDT 
state matching funds were 
received by the claimant and 
applied to the program.  
However, staff is unable to 
determine from the evidence 
in the record the amount of 
state EPSDT funding 
received by the claimant that 
must be offset against the 
reimbursement claims at issue 
in this IRC.  Staff 
recommends that the 
Commission remand the issue 
back to the Controller to 
determine the amount of state 
EPSDT funds received by the 
claimant and applied to this 
program, which must be 
identified as offsetting. 

Staff Analysis 
A. The Incorrect Reduction Claim was Timely Filed. 

The Controller contends that this IRC was filed on May 25, 2006, the date the IRC was deemed 
complete, and it was therefore not timely based on the remittance advice letters issued to the 
claimant on April 28, 2003.  Thus, the Controller asserts that the Commission does not have 
jurisdiction to hear and determine this IRC.  As described below, the Commission finds that the 
IRC was timely filed. 

The Commission received an IRC filing from the County of San Mateo on April 27, 2006, and 
after requesting additional documentation, determined that filing to be complete on May 25, 
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2006.16  Both the claimant and the Controller rely in their comments on the remittance advice 
letters dated April 28, 2003 as beginning the period of limitation for filing the IRC,17 and based 
on those documents, a claim filed on or before April 28, 2006 would be timely, being “no later 
than three (3) years following the date...” of the remittance advice.   

Based on the date of the “final audit report”, the draft proposed decision issued May 28, 2015 
concluded that the IRC was not timely filed, presuming that the “final audit report” was the first 
notice of adjustment.18  However, upon further review, the final audit report contains an express 
invitation for the claimant to participate in further dispute resolution, and invites the claimant to 
submit additional documentation to the Controller: “The auditee should submit, in writing, a 
request for a review and all information pertinent to the disputed issues within 60 days after 
receiving the final report.”19  The language inviting further informal dispute resolution supports 
the finding that the audit report did not constitute the Controller’s final determination on the 
subject claims and thus did not provide the first notice of an actual reduction.20   

Based on the evidence in the record, the remittance advice letters provide the Controller’s final 
determination on the audit and the first notice of an adjustment to the claimant following the 
informal audit review of the final audit report.  Thus, based on the April 28, 2003 date of the 
remittance advice letter, an IRC filed by April 28, 2006 is timely.   

B. Some of the Controller’s Reductions Based on Ineligible Activities are Partially 
Correct. 

Finding 2 of the Controller’s audit report reduced reimbursement by $1,329,581 for skilled 
nursing, “residential, other”, medication monitoring, and crisis intervention, which the Controller 
determined are not reimbursable under the parameters and guidelines.21   

                                                 
16 Exhibit X, Completeness Letter, dated June 6, 2006. 
17 See Exhibit B, Controller’s Comments, page 19; Exhibit C, Claimant Rebuttal Comments, 
page 4. 
18 The Commission has previously found that the earliest notice of an adjustment which also 
provides a reason for the adjustment triggers the period of limitation to run.  See Adopted 
Decision, Collective Bargaining, 05-4425-I-11, December 5, 2014 [The claimant in that IRC 
argued that the last notice of a reduction should control the regulatory period of limitation for 
filing its IRC, but the Commission found that the earliest notice in the record which also contains 
a reason for the reduction, controls the period of limitation.  The claimant, in that case, received 
multiple notices of reduction for the subject claims between January 24, 1996 and August 8, 
2001, but none of those contained an adequate explanation of the reasons for the reduction.  
Finally, on July 10, 2002, the claimant received remittance advice that included a notation that 
the claim was being denied due to a lack of supporting documentation; based on that date, a 
timely IRC would have to be filed by July 10, 2005, and the claimant’s December 16, 2005 filing 
was not timely.]. 
19 Exhibit A, IRC 05-4282-I-03, page 71. 
20 Code of Regulations, title 2, section 1185 (Register 2003, No. 17). 
21 Exhibit A, IRC 05-4282-I-03, at page 78 [Final Audit Report]. 
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The claimant states in the audit report that it does not concur with the Controller’s findings with 
respect to $76,223 reduced for “Residential, Other” services; and $21,708 reduced for “Skilled 
Nursing” services, which the claimant asserts were in fact “eligible, allowable day treatment 
service costs that were miscoded.”22  More importantly, the claimant disputes the Controller’s 
reductions of $1,007,332 for “Medication Monitoring,” and $224,318 for “Crisis Intervention”, 
which the claimant states are mandated activities within the scope of the approved regulations, 
and an essential part of “mental health services” provided to handicapped and disabled students 
under the applicable statutes and regulations.23   

1. The Controller’s reductions for “Residential, Other” and “Skilled Nursing,” totaling 
$91,132 for the audit period, are incorrect as a matter of law, and arbitrary, 
capricious, and entirely lacking in evidentiary support.   

The Controller reduced costs claimed for “Residential, Other” and “Skilled Nursing” services by 
$76,223 and $21,708, respectively, because these services were ineligible for reimbursement.  
The claimant, in response to the draft audit report, and in a letter responding to the final audit 
report that requested informal review, argued that $91,132 of these costs were simply miscoded 
on the claim forms, and the costs in question were actually related to eligible day treatment 
services and those costs should be reinstated.24 

Exhibit A attached to claimant’s letter shows the original coding and the corrected coding, with 
notes to indicate that rehabilitative day treatment and mental health services were provided, and 
also breaks down the miscoded amounts, the units of service associated with the dollar amounts, 
the provider of services, and dates of service.25  It is not clear why the Controller was not 
satisfied with the additional documentation.  Staff finds that the claimant’s worksheets provided 
show evidence of the validity of the costs claimed and, thus, satisfy the documentation 
requirements of the parameters and guidelines.26  The documentation contains the name of the 
provider, identifies the service provided with day treatment codes, the dates the services were 
provided, and the costs paid.  The parameters and guidelines do not require declarations, 
contracts, or billing statements from the treatment provider.    

Based on the foregoing, staff finds that the Controller’s reduction of $91,132 in costs claimed for 
allowable day treatment services, as reflected in the corrected documentation submitted by the 
claimant, is incorrect as a matter of law, and is arbitrary, capricious, and entirely lacking in 
evidentiary support, and should be reinstated, adjusted for the appropriate offset amount for 
Medi-Cal funding attributable to the reinstated treatment service costs.27   

                                                 
22 Exhibit A, IRC 05-4282-I-03, at page 78 [Final Audit Report]. 
23 Exhibit A, IRC 05-4282-I-03, pages 11; 78-79 [Final Audit Report]. 
24 Exhibit A, IRC 05-4282-I-03, pages 112-114. 
25 Exhibit A, IRC 05-4282-I-03, pages 118-130. 
26 See Exhibit A, IRC 05-4282-I-03, page 165. 
27 In Finding 4 of the audit report, the Controller adjusted, in the claimant’s favor, the amount of 
Medi-Cal offsetting revenue reported, based on the Controller’s disallowance of certain 
treatment services claimed for which Medi-Cal revenues were received and reported by the 
claimant.  Based on the reinstatement of $91,132 in eligible services, at least some of which are 
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2. The Controller’s reduction of costs to provide medication monitoring services to 
seriously emotionally disturbed pupils under the Handicapped and Disabled Students 
program is correct as a matter of law. 

The Controller reduced all costs claimed for medication monitoring ($1,007,332) for the audit 
period.28  The claimant argues that the disallowed activity is an eligible component of the 
mandated program, and that the Controller’s decision to reduce these costs relies on a too-narrow 
interpretation of the parameters and guidelines.29   

The Handicapped and Disabled Students, CSM-4282 decision addressed Government Code 
section 757630 and the implementing regulations as they were originally adopted in 1986.31  
Handicapped and Disabled Students II was filed in 2003 on subsequent statutory and regulatory 
changes to the program, including the 1998 amendments to the regulation that defined “mental 
health services.”  On May 26, 2005, the Commission adopted a statement of decision finding that 
the activity of “medication monitoring,” as defined in the 1998 amendment of section 60020, 
constituted a new program or higher level of service beginning July 1, 2001.   

In 2001, the Counties of Los Angeles and Stanislaus filed separate requests to amend the 
parameters and guidelines for the original program in Handicapped and Disabled Students, 
CSM-4282.  As part of the requests, the Counties wanted the Commission to apply the 1998 
regulations, including the provision of medication monitoring services, to the original parameters 
and guidelines.  On December 4, 2006, the Commission denied the request, finding that the 1998 
regulations were not pled in original test claim, and cannot by law be applied retroactively to the 
original parameters and guidelines in Handicapped and Disabled Students, CSM-4282.   

These decisions of the Commission are final, binding decisions and were never challenged by the 
parties.  Once “the Commission’s decisions are final, whether after judicial review or without 
judicial review, they are binding, just as judicial decisions.”32  Accordingly, based on these 
decisions, counties are not eligible for reimbursement for medication monitoring until  
July 1, 2001, in accordance with the decisions on Handicapped and Disabled Students II.33 

Based on the foregoing, staff finds that the Controller correctly reduced the reimbursement 
claims of the County of San Mateo for costs incurred in fiscal years 1996-1997, 1997-1998, and 
1998-1999 to provide medication monitoring services to seriously emotionally disturbed pupils 
under the Handicapped and Disabled Students program. 

                                                 
Medi-Cal eligible services, the amount of the offset must be further adjusted to take account of 
Medi-Cal revenues received by the claimant for the services reinstated.  (See Exhibit A, IRC 05-
4282-I-03, pages 14; 81.) 
28 Exhibit A, IRC 05-4282-I-03, at pages 78-79. 
29 Exhibit A, IRC 05-4282-I-03, at pages 11-13. 
30 Added, Statutes 1984, chapter 1747; amended Statutes 1985, chapter 1274. 
31 Register 87, No. 30. 
32 California School Boards Assoc. v. State of California (2009) 171 Cal.App.4th 1183, 1200. 
33 See Statement of Decision, Handicapped and Disabled Students II, 02-TC-40/02-TC-49,  
pages 37-39; Statement of Decision, 00-PGA-03/04. 
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3. The Controller’s reduction of costs claimed for crisis intervention, for fiscal years 
1996-1997 and 1997-1998 only, is incorrect as a matter of law.   

The Controller reduced all costs claimed during the audit period for crisis intervention 
($224,318) on the ground that crisis intervention is not a reimbursable service.34  The claimant 
argues that it “provided mandated . . . crisis intervention services under the authority of the 
California Code of Regulations – Title 2, Division 9, Joint Regulations for Handicapped 
Children.” 35  The claimant cites the test claim regulations, which incorporate by reference 
section 543 of title 9, which expressly included crisis intervention as a service required to be 
provided if the service is identified in a pupil’s IEP.  Claimant argues that these services were 
provided under the mandate, even though the parameters and guidelines did not expressly 
provide for them.36   

Former section 60020 of the regulations, approved in the original 1990 test claim decision 
defined “mental health services” to include those services identified in sections 542 and 543 of 
the Department of Mental Health’s Title 9 regulations.37  Section 543 defined “Crisis 
Intervention,” as “immediate therapeutic response which must include a face-to-face contact with 
a patient exhibiting acute psychiatric symptoms to alleviate problems which, if untreated, present 
an imminent threat to the patient or others.”38 

The Commission’s 1990 decision approved the test claim with respect to section 60020 and 
found that providing psychotherapy and other mental health services required by the pupil’s IEP 
was mandated by the state.39  The parameters and guidelines adopted in 1991 caption all of 
sections 60000 through 60200 of the title 2 regulations, and specify in the “Summary of 
Mandate” that the reimbursable services “include psychotherapy and other mental health services 
provided to ‘individuals with exceptional needs,’ including those designated as ‘seriously 
emotionally disturbed,’ and required in such individual’s IEP.”40   

Therefore, even if the parameters and guidelines adopted in 1991 were vague and non-specific 
with respect to the reimbursable activities, crisis intervention was within the scope of the 
mandate approved by the Commission.  Moreover, on reconsideration, the Commission found 
that the original decision correctly approved the program, as pled, as a reimbursable state-

                                                 
34 Exhibit A, IRC 05-4282-I-03, page 78. 
35 Exhibit C, Claimant Rebuttal Comments, page 2. 
36 Exhibit A, IRC 05-4282-I-03, page 12. 
37 Former Cal. Code Regs., tit. 2, § 60020(a) (Register 87, No. 30). 
38 California Code of Regulations, title 9, section 543 (Reg. 83, No. 53; Reg. 84, No. 15; Reg. 84, 
No. 28; Reg. 84, No. 39). 
39 Statement of Decision, Reconsideration of Handicapped and Disabled Students, 04-RL-4282-
10, page 26. 
40 Exhibit A, IRC 05-4282-I-03, page 160. 
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mandated program, but that the original decision did not fully identify all of the activities 
mandated by the state.41  

As the reconsideration decision and parameters and guidelines note, however, crisis intervention 
was repealed from the regulations on July 1, 1998.42  For that reason this activity was not 
approved in the reconsideration decision, which had a period of reimbursement beginning July 1, 
2004, or in Handicapped and Disabled Students II, which had a period of reimbursement 
beginning July 1, 2001.43  Here, because the requirement was expressly repealed as of July 1, 
1998; it is no longer a reimbursable mandated activity, and thus the costs for crisis intervention 
are reimbursable under the prior mandate finding only through June 30, 1998.   

Based on the foregoing, staff finds that crisis intervention is within the scope of reimbursable 
activities approved by the Commission until July 1, 1998, and the Controller’s reduction of costs 
for fiscal years 1996-1997 and 1997-1998 for crisis intervention is incorrect as a matter of law.  
Staff therefore recommends that the Commission request that the Controller reinstate costs 
claimed for crisis intervention for fiscal years 1996-1997 and 1997-1998 only, adjusted for 
Medi-Cal offsetting revenues attributable to this mandated activity.44 

C. The Controller’s Reductions Based on Understated Offsetting State EPSDT 
Revenues are Partially Correct, But the Reduction Based on the Full Amount of 
EPSDT Revenues Received is Arbitrary, Capricious, and Entirely Lacking in 
Evidentiary Support.  

The 1991 parameters and guidelines identify the following potential offsetting revenues that 
must be identified and deducted from a reimbursement claim for this program: “any other 
reimbursement for this mandate (excluding Short-Doyle funding, private insurance payments, 
and Medi-Cal payments), which is received from any source, e.g. federal, state, etc.”45   

Finding 3 of the Controller’s final audit report states that the claimant did not account for or 
identify the portion of Medi-Cal funding received from the state under the EPSDT program as 
offsetting revenue.  The auditor deducted the entire amount of state EPSDT revenues received 
($2,069,194) by the claimant during the audit period because the claimant did not provide 
adequate information regarding how much of these funds were actually applicable to the 
mandate.”46  The claimant disputes the reduction and states that the Controller “incorrectly 
deducted all of the EPSDT state general fund revenues, even though a significant portion of that 
                                                 
41 Statement of Decision, Reconsideration of Handicapped and Disabled Students, 04-RL-4282-
10, page 26. 
42 Reconsideration of Handicapped and Disabled Students, 04-RL-4282-10, page 41. 
43 Reconsideration of Handicapped and Disabled Students, 04-RL-4282-10, page 42; 
Handicapped and Disabled Students II, 02-TC-40/02-TC-49, page 37. 
44 As noted above, Finding 4 of the audit report adjusted the Medi-Cal offsetting revenues 
claimed based on treatment services disallowed.  To the extent crisis intervention is a Medi-Cal 
eligible service for which the claimant received state Medi-Cal funds, the reinstatement of costs 
must also result in an adjustment to the Medi-Cal offsetting revenues reported by the claimant. 
45 Exhibit A, IRC 05-4282-I-03, page 163. 
46 Exhibit A, IRC 05-4282-I-03, page 79. 
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EPSDT revenue was not linked to the population served in the claim.”47  The claimant estimates 
the portion of EPSDT revenue attributable to the mandate at approximately, or less than, ten 
percent.48   

The scope of EPSDT program services includes vision services, dental services, and “treatment 
of all physical and mental illnesses or conditions discovered by any screening and diagnostic 
procedures.”49  EPSDT mental health services include individual therapy, crisis counseling, case 
management, special day programs, and “medication for your mental health.”  Counseling and 
therapy services provided under EPSDT may be provided in the home, in the community, or in 
another location.50  Since state and federal funding under the EPSDT program may, by 
definition, be used for mental health treatment services for children under the age of 21, the 
funding received can be applied to the treatment of pupils under the Handicapped and Disabled 
Students mandate and reduce county costs under the mandate.   

In this case, the claimant identified as an offset, the federal share of EPSDT funding it claimed 
was attributable to this mandated program, and the audit did not make adjustments to that offset.  
But the claimant failed to identify any state matching EPSDT funds in its reimbursement 
claims.51  The final audit report states that the claimant then estimated state EPSDT offsetting 
revenue for this program during the audit period at $166,352, but the Controller rejected that 
estimate because it lacked “an accounting of the number of Medi-Cal units of service applicable 
to the mandate.”52  In response to the final audit report, the claimant explained that it “spent 
considerable time analyzing and refining the EPSDT units of service.”  The claimant now 
asserts, in rebuttal comments on the IRC, that “[t]he State SB90 auditor, utilizing a different 
methodology, then calculated the offset separately, and came to a three-year total for the offset of 
$665,975.”53  And finally, the claimant states that it recalculated the offset again at $524,389, 
based on a Department of Mental Health methodology developed in 2003-2004.54  The 
Controller has not acknowledged these proposed offsets, and maintains that the claimant still has 
not provided an adequate accounting of actual offsetting revenue attributable to this program.55   

Staff finds that the Controller’s application of all state EPSDT funds received by claimant as an 
offset is not supported by the law or evidence in the record.  There is no evidence in the record, 
and the Controller has made no finding or assertion, that all EPSDT funds received by the 

                                                 
47 Exhibit A, IRC 05-4282-I-03, page 13. 
48 Exhibit A, IRC 05-4282-I-03, pages 13-14; 81. 
49 Exhibit X, Early and Periodic Screening, Diagnostic, and Treatment, 
http://www.medicaid.gov/Medicaid-CHIP-Program-Information/By-Topics/Benefits/Early-and-
Periodic-Screening-Diagnostic-and-Treatment.html, accessed July, 14, 2015. 
50 Exhibit X, EPSDT TBS Brochure, published by Department of Health Care Services. 
51 Exhibit A, IRC 05-4282-I-03, page 80. 
52 Exhibit A, IRC 05-4282-I-03, page 81. 
53 Exhibit C, Claimant Rebuttal Comments, page 2. 
54 Exhibit C, Claimant Rebuttal Comments, page 2. 
55 Exhibit B, Controller’s Comments, pages 18-19. 
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claimant are for services provided to pupils within the Handicapped and Disabled Students 
program.  As noted above, the scope of EPSDT program services includes vision services, dental 
services, and “treatment of all physical and mental illnesses or conditions discovered by any 
screening and diagnostic procedures” for all “full-scope” Medi-Cal beneficiaries.56   

Staff also finds, based on assertions made by the claimant, that some EPSDT state matching 
funds were received by the claimant and applied to the program.  In this respect, the claimant 
agrees that it did not identify the state general fund EPSDT match as an offset.  Referring to the 
population served by this mandated program, the claimant asserts that “[o]nly a small percentage 
of the AB 3632 students in this claim are Medi-Cal beneficiaries, and thus, the actual state 
EPSDT revenue offset is quite small and less than 10% of what the SCO offset from the 
claim.”57     

However, the Commission is unable determine, based on evidence in the record, the amount of 
state EPSDT funding received by the claimant that must be offset against the reimbursement 
claims at issue in this IRC.  No evidence has been submitted by the parties to show the number 
of EPSDT eligible pupils receiving mental health treatment services under the Handicapped and 
Disabled Students program during the audit years, or how much EPSDT funds were applied to 
the program.  As indicated above, four different estimates have been offered as the correct offset 
amount for the state matching EPSDT funds, based on methodologies allegedly developed by the 
claimant, the Controller, and DMH.  In this respect, the claimant has asserted that the offset for 
state EPSDT funding should be anywhere from $55,407,58 to $166,352,59 to $524,389,60 to 
$665,975.61   

Accordingly, staff finds that the Controller’s reduction of the full amount of state EPSDT 
funding received by the claimant during the audit period is incorrect as a matter of law, and is 
arbitrary, capricious, and entirely lacking in evidentiary support.  Staff recommends that the 
Commission remand the issue back to the Controller to determine the amount of state EPSDT 
funds received by the claimant and applied to services received by pupils within the 
Handicapped and Disabled Students program during the audit period. 

Conclusion 
Based on the foregoing, staff finds that the IRC was timely filed and partially approves this IRC.  
Staff further finds that the Controller’s reduction of costs claimed for medication monitoring is 
correct as a matter of law, and not arbitrary, capricious, or entirely in evidentiary support.   

                                                 
56 Exhibit X, Early and Periodic Screening, Diagnostic, and Treatment, 
http://www.medicaid.gov/Medicaid-CHIP-Program-Information/By-Topics/Benefits/Early-and-
Periodic-Screening-Diagnostic-and-Treatment.html, accessed July, 14, 2015. 
57 Exhibit A, IRC 05-4282-I-03, page 13. 
58 Exhibit A, IRC 05-4282-I-03, page 115 [Claimant’s response to audit report]. 
59 Exhibit A, IRC 05-4282-I-03, page 80 [Final Audit Report]. 
60 Exhibit C, Claimant Rebuttal Comments, page 7 [Claimant’s recalculation using “new 
methodology developed by DMH”]. 
61 Exhibit C, Claimant Rebuttal Comments, page 7 [“Rosemary’s” (the auditor) recalculation]. 
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However, the reductions listed below are incorrect as a matter of law, or are arbitrary, capricious, 
and entirely lacking in evidentiary support.  Staff recommends that the Commission request that 
the Controller reinstate the costs reduced as follows: 

• $91,132 originally claimed as “skilled nursing” or “residential, other,” costs which have 
been correctly stated in supplemental documentation, adjusted for state Medi-Cal 
revenues received and attributable to the reinstated services. 

• That portion of $224,318 reduced for crisis intervention services which is attributable to 
fiscal years 1996-1997 and 1997-1998, adjusted for state Medi-Cal revenues received and 
attributable to the reinstated services. 

• Recalculate EPSDT offsetting revenues based on the amount of EPSDT state share 
funding actually received and attributable to the services provided to pupils under this 
mandated program during the audit period. 

Staff Recommendation 
Staff recommends that the Commission adopt the proposed decision to partially approve the IRC, 
and, pursuant to Government Code section 17551(d) and section 1185.9 of the Commission’s 
regulations, request that the Controller reinstate the costs as indicated above.  Staff further 
recommends that the Commission authorize staff to make any technical, non-substantive changes 
following the hearing. 
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BEFORE THE 
COMMISSION ON STATE MANDATES 

STATE OF CALIFORNIA 
IN RE INCORRECT REDUCTION CLAIM 
ON: 

Government Code Sections 7570-7588 

Statutes 1984, Chapter 1747 (AB 3632); 
Statutes 1985, Chapter 1274 (AB 882)  

California Code of Regulations, Title 2, 
Sections 60000-60200 (Emergency regulations 
effective January 1, 1986 [Register 86, No. 1], 
and re-filed June 30, 1986, effective  
July 12, 1986 [Register 86, No. 28] 

Fiscal Years 1996-1997, 1997-1998, and  
1998-1999 

County of San Mateo, Claimant 

Case No.:  05-4282-I-03 

Handicapped and Disabled Students 
DECISION PURSUANT TO 
GOVERNMENT CODE SECTION 17500 ET 
SEQ.; CALIFORNIA CODE OF 
REGULATIONS, TITLE 2, DIVISION 2,  
CHAPTER 2.5. ARTICLE 7 

(Adopted September 25, 2015) 

 

DECISION 
The Commission on State Mandates (Commission) heard and decided this incorrect reduction 
claim (IRC) during a regularly scheduled hearing on September 25, 2015.  [Witness list will be 
included in the adopted decision.]   

The law applicable to the Commission’s determination of a reimbursable state-mandated 
program is article XIII B, section 6 of the California Constitution, Government Code  
section 17500 et seq., and related case law. 

The Commission [adopted/modified] the proposed decision to [approve/partially approve/deny] 
the IRC at the hearing by a vote of [vote count will be included in the adopted decision].  

Summary of the Findings 
This analysis addresses reductions made by the State Controller’s Office (Controller) to 
reimbursement claims filed by the County of San Mateo (claimant) for costs incurred during 
fiscal years 1996-1997 through 1998-1999 for the Handicapped and Disabled Students program.  
Over the three fiscal years in question, reductions totaling $3,940,249 were made, based on 
alleged unallowable services claimed and understated offsetting revenues. 

The Commission partially approves this IRC, finding that reductions for medication monitoring 
in all three fiscal years, and for crisis intervention in fiscal year 1998-1999 were correct as a 
matter of law, but that reductions for eligible day treatment services inadvertently miscoded as 
“skilled nursing” and “residential, other” are incorrect, and reductions for fiscal years 1996-1997 
and 1997-1998 for crisis intervention are incorrect.  And, the Commission finds that reduction of 
the entire amount of Early and Periodic Screening, Diagnosis, and Testing (EPSDT) program 
funds is incorrect as a matter of law, and is arbitrary, capricious, and entirely lacking in 
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evidentiary support.  The Commission requests the Controller to reinstate costs reduced for 
services and offsetting revenues as follows: 

• $91,132 originally claimed as “skilled nursing” or “residential, other,” costs which have 
been correctly stated in supplemental documentation, adjusted for state Medi-Cal 
revenues received and attributable to the reinstated services. 

• That portion of $224,318 reduced for crisis intervention services which is attributable to 
fiscal years 1996-1997 and 1997-1998, adjusted for state Medi-Cal revenues received and 
attributable to the reinstated services. 

• Recalculate EPSDT offsetting revenues based on the amount of EPSDT state share 
funding actually received and attributable to the services provided to pupils under this 
mandated program during the audit period. 

COMMISSION FINDINGS 
I. Chronology 

12/26/2002 Controller issued its final audit report.62 

04/28/2003 Controller issued remittance advice letters for each of the three fiscal years.63 

04/27/2006 Claimant filed the IRC.64 

05/04/2009 Controller submitted written comments on the IRC.65 

03/15/2010 Claimant submitted rebuttal comments.66 

05/28/2015 Commission staff issued the draft proposed decision.67 

06/17/2015 Claimant submitted comments on the draft proposed decision and a request 
for postponement, which was denied.68 

07/28/2015 Upon further review, Commission staff issued the revised draft proposed 
decision and postponed the hearing to September 25, 2015. 

II. Background 
The Handicapped and Disabled Students program was enacted by the Legislature to implement 
federal law requiring states to guarantee to disabled pupils the right to receive a free and 
appropriate public education that emphasizes special education and related services, including 
psychological and other mental health services, designed to meet the pupil’s unique educational 

                                                 
62 Exhibit A, IRC 05-4282-I-03, page 71. 
63 Exhibit A, IRC 05-4282-I-03, pages 1; 373-377. 
64 Exhibit A, IRC 05-4282-I-03, page 1. 
65 Exhibit B, Controller’s Comments. 
66 Exhibit C, Claimant Rebuttal Comments. 
67 Exhibit D, Draft Proposed Decision. 
68 Exhibit E, Claimant Comments and Request for Postponement. 
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needs.  The program shifted to counties the responsibility and costs to provide mental health 
services required by a pupil’s individualized education plan (IEP).  

The Handicapped and Disabled Students test claim was filed on Government Code section 7570 
et seq., as added by Statutes 1984, chapter 1747 (AB 3632) and amended by Statutes 1985, 
chapter 1274 (AB 882); and on the initial emergency regulations adopted in 1986 by the 
Departments of Mental Health and Education to implement this program.69  Government Code 
section 7576 required the county to provide psychotherapy or other mental health services when 
required by a pupil’s IEP.  Former section 60020 of the Title 2 regulations defined “mental 
health services” to include the day services and outpatient services identified in sections 542 and 
543 of the Department of Mental Health’s Title 9 regulations.70  In 1990 and 1991, the 
Commission approved the test claim and adopted parameters and guidelines, authorizing 
reimbursement for the mental health treatment services identified in the test claim regulations.71 

In 2004, the Legislature directed the Commission to reconsider Handicapped and Disabled 
Students, CSM-4282.72  In May 2005, the Commission adopted a statement of decision on 
reconsideration (04-RL-4282-10), and determined that the original statement of decision 
correctly concluded that the 1984 and 1985 test claim statutes and the original regulations 
adopted by the Departments of Mental Health and Education impose a reimbursable state-
mandated program on counties pursuant to article XIII B, section 6.  The Commission 
concluded, however, that the 1990 statement of decision did not fully identify all of the activities 
mandated by the state or the offsetting revenue applicable to the program.  On reconsideration, 
the Commission agreed with its earlier decision that Government Code section 7576 and the 
initial regulations adopted by the Departments of Mental Health and Education required counties 
to provide psychotherapy or other mental health treatment services to a pupil, either directly or 
by contract, when required by the pupil’s IEP.  The Commission further found that the 
regulations defined “psychotherapy and other mental health services” to include the day services 
and outpatient services identified in sections 542 and 543 of the Department of Mental Health 
title 9 regulations.  These services included day care intensive services, day care habilitative 
(counseling and rehabilitative) services, vocational services, socialization services, collateral 
services, assessment, individual therapy, group therapy, medication (including the prescribing, 
administration, or dispensing of medications, and the evaluation of side effects and results of the 
medication), and crisis intervention. 

Controller’s Audit and Summary of the Issues 

The Controller issued its “final audit report” on December 26, 2002, which proposed the 
following reductions to claimed costs for fiscal years 1996-1997 through 1998-1999 by 
                                                 
69 California Code of Regulations, title 2, division 9, sections 60000-60200 (Emergency 
Regulations filed December 31, 1985, designated effective January 1, 1986 (Register 86, No. 1) 
and re-filed June 30, 1986, designated effective July 12, 1986 (Register 86, No. 28)).   
70 Former California Code of Regulations, title 2, section 60020(a). 
71 Handicapped and Disabled Students II was filed in 2003 on subsequent statutory and 
regulatory changes to the program, including 1998 amendments to the regulation that defined 
“mental health services”  but those changes are not relevant to this IRC. 
72 Statutes 2004, chapter 493 (SB 1895). 
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$3,940,249, subject to “an informal review process to resolve a dispute of facts.”  Though 
claimant did participate in the informal review process, the Controller made no changes to its 
findings in the “final audit report” and thereafter issued remittances, reducing claimed costs 
consistently with the audit findings.  The Controller’s audit report made the following findings. 

In Finding 1, the Controller determined that $518,337 in costs were claimed in excess of 
amounts paid to its contract providers.  The claimant does not dispute this finding.   

In Finding 2, the Controller determined that the claimant had claimed ineligible costs for 
treatment services, represented in the claim forms by “mode and service function code” as 
follows:  05/10 Hospital Inpatient ($38,894); 05/60 Residential, Other ($76,223); 10/20 Crisis 
Stabilization ($3,251); 10/60 Skilled Nursing ($21,708); 15/60 Medication [Monitoring] 
($1,007,332); and 15/70 Crisis Intervention ($224,318).  The claimant concurred with the 
findings regarding Hospital Inpatient and Crisis Stabilization and, thus, those reductions are not 
addressed in this decision.  However, the claimant disputes the reductions with respect to “skilled 
nursing” and “residential, other,” “medication monitoring,” and “crisis intervention.”  The 
Controller’s audit rejected costs claimed for “skilled nursing” and “residential, other” based on 
the service function codes recorded on the reimbursement claim forms, because those services 
are ineligible.  Additionally, the Controller determined that medication monitoring and crisis 
intervention were not reimbursable activities because they were not included in the original test 
claim decision or parameters and guidelines.  The Controller’s audit reasons that while several 
other treatment services are defined in title 9, section 543 of the Code of Regulations, including 
medication monitoring and crisis intervention, and some are expressly named in the parameters 
and guidelines, medication monitoring and crisis intervention were excluded from the parameters 
and guidelines, which the Controller concludes must have been intentional.73   

In Finding 3, the Controller determined that the claimant failed to report state matching funds 
received under the Early Periodic Screening, Diagnosis, and Treatment (EPSDT) program to 
reimburse for services provided to Medi-Cal clients, as well as funding received from the State 
Board of Education for school expenses (referred to as AB 599 funds); and that the claimant 
incorrectly deducted Special Education Pupil funds (also called AB 3632 funds).  The adjustment 
to the claimant’s offsetting revenues totaled $2,445,680.  The claimant does not dispute the 
adjustment for AB 599 funds, and does not address the correction of the allocation of Special 
Education Pupil funds, but does dispute the Controller’s reduction of the entire amount received 
under the EPSDT program as offsetting revenue since EPSDT funds may be allocated to a wide 
range of services, in addition to the mandated program, and many of the students receiving 
services under the mandated program were not Medi-Cal clients.   

Finally, in Finding 4, the Controller determined that the claimant’s offsetting revenue reported 
from Medi-Cal funds required adjustment based on the disallowances of certain ineligible 
services for which offsetting revenues were claimed.  The claimant requests that if any of the 
costs for the disallowed services are reinstated as a result of this IRC, the offsetting Medi-Cal 
revenues would need to be further adjusted.   

Accordingly, based on the claimant’s response to the audit report and its IRC filing, the 
following issues are in dispute:  

                                                 
73 Exhibit A, IRC 05-4282-I-03, page 79. 
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• Reductions based on services claimant alleges were inadvertently miscoded as “skilled 
nursing” and “residential, other” on  its original reimbursement claim forms; 

• Whether costs for medication monitoring and crisis intervention are eligible for 
reimbursement; and 

• Whether reductions of the full amount of revenues and disbursements received by 
claimant under the EPSDT program are correct as a matter of law and supported by 
evidence in the record. 

III. Positions of the Parties 
County of San Mateo 

First, with respect to the Controller’s assertion that the IRC was not timely filed, the claimant 
argues that “[i]n fact, our IRC was initially received by the Commission on April 26, 2006.”74  
The claimant states that “[w]e were then requested to add documentation solely to establish the 
final date by which the IRC must have been submitted in order to avoid the [statute of 
limitations] issue.”  The claimant points out that “[t]he SCO asserts that the basis of the [statute 
of limitations] issue is that the IRC was not submitted by the deadline of April 28, 2006.”  The 
claimant continues: “The confirmation of this deadline by the SCO supports the timeliness of the 
initial presentation of our IRC to the Commission.”75 

The draft proposed decision recommended denial of the entire IRC based on the three year 
limitation period to file an IRC with the Commission, applied to the December 26, 2002 audit 
report; based on that date, the IRC filed April 27, 2006 was not timely.  In response, the claimant 
submitted written comments requesting that the matter be continued to a later hearing and the 
decision be revised.  Specifically, the claimant argued that the IRC was timely filed based on the 
plain language of the Commission’s regulations, and based on the interpretation of those 
regulations in the Commission’s “Guide to State Mandate Process”, a public information 
document available for a time on the Commission’s web site.  The claimant argued that while the 
IRC was filed “within three years of issuance of the…remittance advice…” the “Commission 
[staff] now asserts, though, that the IRC should have been filed within three years of the issuance 
of the SCO’s final audit report because, based on the Commission’s present interpretation, the 
final audit report constitutes ‘other notice of adjustment’ notifying the County of a reduction of 
its claim.”76  The claimant argued that this “is contrary to both well-settled practice and 
understanding and the Commission’s own precedents.”  The claimant further pointed out that 
neither party has raised the issue of whether the IRC was timely filed based on the audit report, 
and that both the claimant and the Controller relied on the remittance advice to determine the 
regulatory period of limitation.   

In addition, the claimant argues that “even after issuance of the SCO’s final audit report, the 
County may submit further materials and argument to the SCO with respect to its claim…”  The 
claimant characterizes this process as “the ongoing administrative process after the preparation 
                                                 
74 Exhibit C, Claimant Rebuttal Comments, pages 3-4.  The IRC is in fact stamped received on 
April 27, 2006.  (See Exhibit A, page 3.)  
75 Exhibit C, Claimant Rebuttal Comments, pages 3-4. 
76 Exhibit E, Claimant Comments and Request for Postponement, page 2 [emphasis in original]. 
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of the SCO’s final audit report…” and argues that “it is inappropriate to conclude that the report 
constitutes a ‘notice of adjustment’ as that term is used in Section 1185.”77 

Furthermore, the claimant argues that denying this IRC based on the regulatory period of 
limitation applied to the December 26, 2002 audit report is inconsistent with a prior Commission 
decision on the same program.  The claimant argues that “the Commission, construing the same 
regulatory text at issue here, under remarkably similar circumstances, rejected a claim that a 
county’s IRC was untimely.”78  The claimant argues that while statutes of limitation do provide 
putative defendants repose, and encourage diligent prosecution of claims: “A countervailing 
factor…is the policy favoring disposition of cases on the merits rather than on procedural 
grounds.”79  Therefore, the claimant concludes that the period of limitation must be calculated 
from the later remittance advice, rather than the audit report, and the Commission should decide 
this IRC on its merits. 

With regard to the merits, claimant asserts that the Controller incorrectly reduced claimed costs 
totaling $3,232,423 for the audit period.80   

The claimant asserts that disallowed costs for “skilled nursing” and “residential, other” were 
merely miscoded on the reimbursement claim forms, and in fact were eligible day treatment 
services that should have been reimbursed, totaling $91,132.81   

Referring to “medication monitoring” and “crisis intervention”, the claimant argues that the 
Controller “arbitrarily excluded eligible activities for all three fiscal years…” (incorrectly 
reducing costs claimed by a total of $1,231,650)82 based on an “overly restrictive Parameters and 
Guidelines interpretation…”  The claimant maintains: 

The activities in question were clearly a part of the original test claim, statement 
of decision and are based on changes made to Title 2, Division 9, Chapter 1 of the 
California Code of Regulations, Section 60020, Government Code 7576 and 
Interagency Code of Regulations, and part of the activities included in the 
Parameters and guidelines. [sic]83 

The disallowance, the claimant argues, “is based on an errant assumption that these activities 
were intentionally excluded.”  Rather, the claimant argues, “the Parameters and Guidelines for 
                                                 
77 Exhibit E, Claimant Comments and Request for Postponement, page 2. 
78 Exhibit E, Claimant Comments and Request for Postponement, page 3. 
79 Exhibit E, Claimant Comments and Request for Postponement, page 4 [citing Fox v. Ethicon 
Endo-Surgery, Inc. (2005) 35 Cal.4th 797, 806.). 
80 Exhibit A, IRC 05-4282-I-03, pages 2; 8. 
81 Exhibit A, IRC 05-4282-I-03, page 115.  [However, as noted below, the claimant concedes 
that of the $97,931 in miscoded services, only $91,132 “should have been approved…” and the 
claimant disputes only that amount of the disallowance.  (See Exhibit A, IRC 05-4282-I-03, page 
114.)] 
82 This amount includes $1,007,332 for medication monitoring and $224,318 for crisis 
intervention.  (See Exhibit A, IRC 05-4282-I-03, pages 8; 78-79.)   
83 Exhibit A, IRC 05-4282-I-03, page 7. 
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this program, like many other programs of the day, were intended to guide locals to broad 
general areas of activity within a mandate without being the overly restrictive litigious 
documents as they have become today.”84   

The claimant therefore concludes that medication monitoring and crisis intervention activities are 
reimbursable, when necessary under an IEP, because these are defined in the regulations and not 
specifically excluded in the parameters and guidelines.85   

In addition, with regard to offsets, the claimant asserts that EPSDT revenues “only impact 10% 
of the County’s costs for this mandate.”  However, the Controller “deducted 100% of the EPSDT 
revenue from the claim.”  Therefore, the claimant “disagrees with the SCO and asks that 
$1,902,842 be reinstated.”86 

The claimant explains the issue involving the EPSDT offset as follows: 

In the SCO’s audit report, the SCO stated “…if the County can provide an 
accurate accounting of the number of Medi-Cal units of services applicable to the 
mandate, the SCO auditor will review the information and adjust the audit finding 
as appropriate.”  We have provided this data as requested by the SCO.  The State 
auditor also recalculated the data, but no audit adjustments were made. 

Here is a brief chronology of the calculation of the offset amount: 

• The County initially estimated the offset for the three-year total to be 
$166,352. 

• The State SB 90 auditor, utilizing a different methodology, then calculated 
the offset separately, and came to a three-year total for the offset of 
$665,975. 

• Subsequently, in FY 2003-04 the Department of Mental Health (DMH) 
developed a standard methodology for calculating EPSDT offset for SB90 
claims.  Applying this approved methodology the EPSDT offset is 
$524,389, resulting in $1,544,805 being due to the County.  This 
methodology is supported by the State and should be accepted as the final 
calculation of the accurate EPSDT offset and resulting reimbursement due 
to the County.87 

State Controller’s Office 

As a threshold issue, the Controller asserts that the IRC was not timely filed, in accordance with 
the Commission’s regulations.  The Controller argues that section 1185 requires an IRC to be 
filed no later than three years following the date of the Controller’s remittance advice or other 
notice of adjustment.  The Controller states that this IRC was filed on May 25, 2006, and is not 
timely based on the remittance advice letters issued to the claimant on April 28, 2003. 

                                                 
84 Exhibit A, IRC 05-4282-I-03, page 7. 
85 Exhibit A, IRC 05-4282-I-03, page 8. 
86 Exhibit A, IRC 05-4282-I-03, page 12. 
87 Exhibit C, Claimant Rebuttal Comments, pages 1-2. 
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The Controller further maintains that “[t]he subject claims were reduced because the Claimant 
included costs for services that were not reimbursable under the Parameters and Guidelines in 
effect during the audited years.”  In addition, the Controller asserts that “the Claimant failed to 
document to what degree AB3632 students were also Medi-Cal beneficiaries, requiring that 
EPSDT revenues be offset.”  The Controller holds that the reductions “were appropriate and in 
accordance with law.”88 

Specifically, the Controller asserts that the “county did not furnish any documentation to show 
that [“skilled nursing” and “residential, other”] services represented eligible day treatment 
services that had been miscoded.”89   

The Controller further argues that while medication monitoring and crisis intervention “were 
defined in regulation…at the time the parameters and guidelines on the Handicapped and 
Disabled Students (HDS) program were adopted…” those activities “were not included in the 
adoption of the parameters and guidelines as reimbursable costs.”90  The Controller asserts that 
medication monitoring costs were not reimbursable until the Commission made findings on the 
regulatory amendments and adopted revised parameters and guidelines for the Handicapped and 
Disabled Students II program on May 26, 2005 (test claim decision) and December 9, 2005 
(parameters and guidelines decision).  The Commission, the Controller notes, “defined the period 
of reimbursement for the amended portions beginning July 1, 2001.”  Therefore, the Controller 
concludes, “medication monitoring costs claimed prior July 1, 2001 [sic] are not 
reimbursable.”91   

In addition, the Controller notes that “[i]n 1998, the Department of Mental Health and 
Department of Education changed the definition of mental health services, pursuant to section 
60020 of the regulations, which deleted the activity of crisis intervention.”  Therefore, the 
Controller concludes, “the regulation no longer includes crisis intervention activities as a mental 
health service.”92 

With respect to offsetting revenues, the Controller argues that the claimant “did not report state-
matching funds received from the California Department of Mental Health under the EPSDT 
program to reimburse the county for the cost of services provided to Medi-Cal clients.”  The 
Controller states that its auditor “deducted all such revenues received from the State because the 
county did not provide adequate information regarding how much of these funds were applicable 
to the mandate.”  The Controller states that “if the county can provide an accurate accounting of 
the number of Medi-Cal units of service applicable to the mandate, the SCO auditor will review 
the information and adjust the audit finding as appropriate.”93   

  

                                                 
88 Exhibit B, Controller’s Comments, page 1. 
89 Exhibit A, IRC 05-4282-I-03, page 79. 
90 Exhibit B, Controller’s Comments, page 17. 
91 Exhibit B, Controller’s Comments, page 17. 
92 Exhibit B, Controller’s Comments, page 17. 
93 Exhibit B, Controller’s Comments, page 18. 
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IV. Discussion 
Government Code section 17561(b) authorizes the Controller to audit the claims filed by local 
agencies and school districts and to reduce any claim for reimbursement of state mandated costs 
that the Controller determines is excessive or unreasonable.   

Government Code Section 17551(d) requires the Commission to hear and decide a claim that the 
Controller has incorrectly reduced payments to the local agency or school district.  If the 
Commission determines that a reimbursement claim has been incorrectly reduced, section 1185.9 
of the Commission’s regulations requires the Commission to send the statement of decision to 
the Controller and request that the costs in the claim be reinstated. 

The Commission must review questions of law, including interpretation of the parameters and 
guidelines, de novo, without consideration of legal conclusions made by the Controller in the 
context of an audit.  The Commission is vested with exclusive authority to adjudicate disputes 
over the existence of state-mandated programs within the meaning of article XIII B, section 6.94  
The Commission must also interpret the Government Code and implementing regulations in 
accordance with the broader constitutional and statutory scheme.  In making its decisions, the 
Commission must strictly construe article XIII B, section 6 and not apply it as an “equitable 
remedy to cure the perceived unfairness resulting from political decisions on funding 
priorities.”95 

With regard to the Controller’s audit decisions, the Commission must determine whether they 
were arbitrary, capricious, or entirely lacking in evidentiary support.  This standard is similar to 
the standard used by the courts when reviewing an alleged abuse of discretion of a state 
agency.96  Under this standard, the courts have found that: 

When reviewing the exercise of discretion, “[t]he scope of review is limited, out 
of deference to the agency’s authority and presumed expertise:  ‘The court may 
not reweigh the evidence or substitute its judgment for that of the agency. 
[Citation.]’” ... “In general ... the inquiry is limited to whether the decision was 
arbitrary, capricious, or entirely lacking in evidentiary support. . . .” [Citations.] 
When making that inquiry, the “ ‘ “court must ensure that an agency has 
adequately considered all relevant factors, and has demonstrated a rational 
connection between those factors, the choice made, and the purposes of the 
enabling statute.” [Citation.]’ ”97 

                                                 
94 Kinlaw v. State of California (1991) 54 Cal.3d 326, 331-334; Government Code sections 
17551, 17552. 
95 County of Sonoma, supra, 84 Cal.App.4th 1264, 1280, citing City of San Jose v. State of 
California (1996) 45 Cal.App.4th 1802, 1817. 
96 Johnston v. Sonoma County Agricultural (2002) 100 Cal.App.4th 973, 983-984.  See also 
American Bd. of Cosmetic Surgery, Inc. v. Medical Bd. of California (2008) 162 Cal.App.4th 
534, 547. 
97 American Bd. of Cosmetic Surgery, Inc, supra, 162 Cal.App.4th at pages. 547-548. 
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The Commission must review the Controller’s audit in light of the fact that the initial burden of 
providing evidence for a claim of reimbursement lies with the claimant. 98  In addition, section 
1185.1(f) and 1185.2(c) of the Commission’s regulations require that any assertions of fact by 
the parties to an IRC must be supported by documentary evidence.  The Commission’s ultimate 
findings of fact must be supported by substantial evidence in the record.99 

A. The Incorrect Reduction Claim Was Timely Filed. 
The Controller contends that this IRC was filed on May 25, 2006, the date the IRC was deemed 
complete, and it was therefore not timely based on the remittance advice letters issued to the 
claimant on April 28, 2003.  Thus, the Controller asserts that the Commission does not have 
jurisdiction to hear and determine this IRC.  As described below, the Commission finds that the 
IRC was timely filed. 

At the time pertinent to this IRC, section 1185 of the Commission’s regulations stated as follows: 
“All incorrect reduction claims shall be filed with the commission no later than three (3) years 
following the date of the Office of State Controller’s remittance advice or other notice of 
adjustment notifying the claimant of a reduction.”100 

Based on the date of the “final audit report”, the draft proposed decision issued May 28, 2015 
concluded that the IRC was not timely filed, presuming that the “final audit report” was the first 
notice of adjustment. 101  However, upon further review, the final audit report contains an express 
invitation for the claimant to participate in further dispute resolution, and invites the claimant to 
submit additional documentation to the Controller:  “The auditee should submit, in writing, a 
request for a review and all information pertinent to the disputed issues within 60 days after 

                                                 
98 Gilbert v. City of Sunnyvale (2005) 130 Cal.App.4th 1264, 1274-1275. 
99 Government Code section 17559(b), which provides that a claimant or the state may 
commence a proceeding in accordance with the provisions of section 1094.5 of the Code of Civil 
Procedure to set aside a decision of the Commission on the ground that the Commission’s 
decision is not supported by substantial evidence in the record. 
100 Code of Regulations, title 2, section 1185 (as amended by Register 2003, No. 17, operative 
April 21, 2003).  This section has since been renumbered 1185.1. 
101 The Commission has previously found that the earliest notice of an adjustment which also 
provides a reason for the adjustment triggers the period of limitation to run. See Adopted 
Decision, Collective Bargaining, 05-4425-I-11, December 5, 2014 [The claimant in that IRC 
argued that the last notice of a reduction should control the regulatory period of limitation for 
filing its IRC, but the Commission found that the earliest notice in the record which also contains 
a reason for the reduction, controls the period of limitation.  The claimant, in that case, received 
multiple notices of reduction for the subject claims between January 24, 1996 and August 8, 
2001, but none of those contained an adequate explanation of the reasons for the reduction.  
Finally, on July 10, 2002, the claimant received remittance advice that included a notation that 
the claim was being denied due to a lack of supporting documentation; based on that date, a 
timely IRC would have to be filed by July 10, 2005, and the claimant’s December 16, 2005 filing 
was not timely.]. 
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receiving the final report.”102  The language inviting further informal dispute resolution supports 
the finding that the audit report did not constitute the Controller’s final determination on the 
subject claims and thus did not provide the first notice of an actual reduction.103   

The County of San Mateo filed its IRC on April 27, 2006, and, after requesting additional 
documentation, Commission staff determined that filing to be complete on May 25, 2006.104  
Both the claimant and the Controller rely on the remittance advice letters dated April 28, 2003105 
as beginning the period of limitation for filing the IRC.106  Based the date of the remittance 
advice letters, a claim filed on or before April 28, 2006 would be timely, being “no later than 
three (3) years following the date...” of the remittance advice.   

However, based on the date of the “final audit report”, the draft proposed decision issued May 
28, 2015 concluded that the IRC was not timely filed, presuming that the “final audit report” was 
the first notice of adjustment. 107  The general rule in applying and enforcing a statute of 
limitations is that a period of limitation for initiating an action begins to run when the last 
essential element of the cause of action or claim occurs, and no later.108,109  In the context of an 
IRC, the last essential element of the claim is the notice to the claimant of a reduction, as defined 

                                                 
102 Exhibit A, IRC 05-4282-I-03, page 71. 
103 Code of Regulations, title 2, section 1185 (Register 2003, No. 17). 
104 Exhibit X, Completeness Letter, dated June 6, 2006. 
105 Exhibit A, IRC 05-4282-I-03, at pp. 373-377; Exhibit B, Controller’s Comments, at page 19. 
106 See Exhibit B, Controller’s Comments, page 19; Exhibit C, Claimant Rebuttal Comments, 
page 4. 
107 The Commission has previously found that the earliest notice of an adjustment which also 
provides a reason for the adjustment triggers the period of limitation to run. See Adopted 
Decision, Collective Bargaining, 05-4425-I-11, December 5, 2014 [The claimant in that IRC 
argued that the last notice of a reduction should control the regulatory period of limitation for 
filing its IRC, but the Commission found that the earliest notice in the record which also contains 
a reason for the reduction, controls the period of limitation.  The claimant, in that case, received 
multiple notices of reduction for the subject claims between January 24, 1996 and August 8, 
2001, but none of those contained an adequate explanation of the reasons for the reduction.  
Finally, on July 10, 2002, the claimant received remittance advice that included a notation that 
the claim was being denied due to a lack of supporting documentation; based on that date, a 
timely IRC would have to be filed by July 10, 2005, and the claimant’s December 16, 2005 filing 
was not timely.]. 
108 See, e.g., Osborn v. Hopkins (1911) 160 Cal. 501, 506 [“[F]or it is elementary law that the 
statute of limitations begins to run upon the accrual of the right of action, that is, when a suit may 
be maintained, and not until that time.”]; Dillon v. Board of Pension Commissioners (1941) 18 
Cal.2d 427, 430 [“A cause of action accrues when a suit may be maintained thereon, and the 
statute of limitations therefore begins to run at that time.”].  
109 Seelenfreund v. Terminix of Northern California, Inc. (1978) 84 Cal.App.3d 133 [“A cause of 
action accrues ‘upon the occurrence of the last element essential to the cause of action.’”] [citing 
Neel v. Magana, Olney, Levy, Cathcart & Gelfand (1971) 6 Cal.3d 176]. 
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by the Government Code and the Commission’s regulations.  Government Code section 17558.5 
requires that the Controller notify a claimant in writing of an adjustment resulting from an audit, 
and requires that the notice “shall specify the claim components adjusted, the amounts 
adjusted…and the reason for the adjustment.”110  Generally, a final audit report, which provides 
the claim components adjusted, the amounts, and the reasons for the adjustments, satisfies the 
notice requirements of section 17558.5, since it provides the first notice of an actual reduction111   

However, here, as the claimant points out, the final audit report, issued December 26, 2002, 
contains an express invitation for the claimant to participate in further dispute resolution:  “The 
SCO has established an informal audit review process to resolve a dispute of facts.”  The letter 
further invites the claimant to submit additional documentation to the Controller:  “The auditee 
should submit, in writing, a request for a review and all information pertinent to the disputed 
issues within 60 days after receiving the final report.”112  Accordingly, the claimant submitted its 
response to the final audit report on February 20, 2003, along with additional documentation and 
argument.113  Therefore, although the audit report issued on December 26, 2002, identifies the 
claim components adjusted, the amounts, and the reasons for adjustment, and constitutes “other 
notice of adjustment notifying the claimant of a reduction,” the language inviting further 
informal dispute resolution supports the finding that the audit report did not constitute the 
Controller’s final determination on the subject claims.114   

Based on the evidence in the record, the remittance advice letters could be interpreted as “the last 
essential element”, and the audit report could be interpreted as not being final based on the plain 
language of the cover letter.  Based on their statements in the record, both the claimant and the 
Controller relied on the April 28, 2003 remittance advice letters, which provide the Controller’s 
final determination on the audit and the first notice of an adjustment to the claimant following 
the informal audit review of the final audit report.  Thus, based on the April 28, 2003 date of the 
remittance advice letter, an IRC filed by April 28, 2006 is timely.   

The parties dispute, however, when the IRC in this case was actually considered filed.  The 
claimant asserts that the IRC was actually received, and therefore filed with the Commission on 
April 27, 2006, and that additional documentation requested by Commission staff before 
completeness is certified does not affect the filing date.  The Controller argues that the May 25, 
2006 completeness date of the IRC establishes the filing date, which would mean the filing was 
not timely. 

Pursuant to former section 1185 of the Commission’s regulations, an incomplete incorrect 
reduction claim filing may be cured within thirty days to preserve the original filing date.  Thus, 

                                                 
110 Government Code section 17558.5. 
111 See former Code of Regulations, title 2, section 1185(c) (Register 2003, No. 17).  Thus, the 
draft proposed decision issued on May 28, 2015, found that the final audit report dated 
December 26, 2002, triggered period of limitation for filing the IRC and that the IRC filing on 
April 27, 2006, was not therefore not timely. (Exhibit D.) 
112 Exhibit A, IRC 05-4282-I-03, page 71. 
113 Exhibit A, IRC 05-4282-I-03, pages 107-140. 
114 Code of Regulations, title 2, section 1185 (Register 2003, No. 17). 
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even though the IRC in this case was originally deemed incomplete, the filing was cured by the 
claimant and the IRC is considered filed on April 27, 2006, within the three year limitation 
period for filing IRCs. 

Based on the evidence in the record, the remittance advice letters issued April 28, 2003 began the 
period of limitation, and this claim, filed April 27, 2006, was timely. 

B. Some of the Controller’s Reductions Based on Ineligible Activities are Partially 
Correct. 

Finding 2 of the Controller’s audit report reduced reimbursement by $1,329,581 for skilled 
nursing, “residential, other”, medication monitoring, and crisis intervention, which the Controller 
determined are not reimbursable under program guidelines.115   

The claimant states in the audit report that it does not concur with the Controller’s findings with 
respect to $76,223 reduced for “Residential, Other” services; and $21,708 reduced for “Skilled 
Nursing” services, which the claimant asserts were in fact “eligible, allowable day treatment 
service costs that were miscoded.”116  More importantly, the claimant disputes the Controller’s 
reductions of $1,007,332 for “Medication Monitoring,” and $224,318 for “Crisis Intervention”, 
which the claimant states are mandated activities within the scope of the approved regulations, 
and an essential part of “mental health services” provided to handicapped and disabled students 
under the applicable statutes and regulations.117   

1. The Controller’s reductions for “Residential, Other” and “Skilled Nursing,” totaling 
$91,132 for the audit period, are incorrect as a matter of law, and are arbitrary, 
capricious, and entirely lacking in evidentiary support.   

The Controller reduced costs claimed for “Residential, Other” and “Skilled Nursing” services by 
$76,223 and $21,708, respectively, on the ground that these services were ineligible for 
reimbursement, and the claim forms reflected units of service and costs claimed for these 
ineligible activities.  The claimant, in response to the draft audit report, and in a letter responding 
to the final audit report that requested informal review, argued that these costs were simply 
miscoded on the claim forms, and the costs in question were actually related to eligible day 
treatment services.  As a result, the claimant requested the Controller to reinstate $91,132, which 
the claimant alleged “should have been approved claims for services recoded to reflect provided 
service.”118 

The Controller did not change its audit finding in response to the claimant’s letter.  The audit 
report states that the “county did not furnish any documentation to show that these services 
represented eligible day treatment services that had been miscoded.”119  The Controller’s 
comments on the IRC assert that “[t]he county did not dispute the SCO adjustment…” related to 

                                                 
115 Exhibit A, IRC 05-4282-I-03, at page 78 [Final Audit Report]. 
116 Exhibit A, IRC 05-4282-I-03, at page 78 [Final Audit Report]. 
117 Exhibit A, IRC 05-4282-I-03, pages 11; 78-79 [Final Audit Report]. 
118 Exhibit A, IRC 05-4282-I-03, pages 112-114. 
119 Exhibit A, IRC 05-4282-I-03, page 79. 
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skilled nursing or residential, other activities.120  However, the claimant’s letter in response to 
the final audit report disputes these adjustments and offers additional documentation and 
evidence,  and the IRC requests reinstatement of all costs reduced for claimed treatment services, 
including the $91,132 reduced for “Residential, Other” and “Skilled Nursing” services.121 

The Commission finds that the Controller’s reductions for “Residential, Other” and “Skilled 
Nursing,” are incorrect as a matter of law, and arbitrary, capricious, and entirely lacking in 
evidentiary support. 

The parameters and guidelines do not authorize reimbursement for residential placement or 
skilled nursing, but do authorize reimbursement for the “mental health portion of residential 
treatment in excess of the State Department of Social Services payment for the residential 
placement.”122  The parameters and guidelines permit claimants to prepare their annual 
reimbursement claims based on actual costs, or “based on the agency’s annual cost report and 
supporting documents…prepared based on regulations and format specified in the State of 
California Department of Mental Health Cost Reporting/Data Collection (CR/DC) Manual.”  
This method relies on accounting methods and coding used to report to DMH and track services 
provided at the county level.  Not all of the services reported to DMH in the annual cost report 
are reimbursable state-mandated services included within the Handicapped and Disabled 
Students mandate. 

Further, the parameters and guidelines state, under “Supporting Documentation,” that “all costs 
claimed must be traceable to source documents and/or worksheets that show evidence of the 
validity of such costs.”123  The court in Clovis Unified School District v. Chiang124 found that the 
Controller’s attempt to require additional or more specific documentation than that required by 
the parameters and guidelines constituted an unenforceable underground regulation, and that 
“certifications and average time accountings to document…mandated activities…can be deemed 
akin to worksheets.”125 

Here, the audit report indicates that the claimant used the annual cost report method, and the 
documentation included with the IRC filing includes certain documentation filed with the 
claimant’s original reimbursement claims showing the providers and costs for “treatment” 
services, which, as in Clovis Unified, “can be deemed akin to worksheets.”126  The 
reimbursement claim forms submitted to the Controller show units of service and costs claimed 
and marked as “treatment services,” but identify  codes “05/60” and “10/85”, which the parties 

                                                 
120 Exhibit B, Controller’s Comments, page 15. 
121 Exhibit A, IRC 05-4282-I-03, pages 6-8 and 113. 
122 Exhibit A, IRC 05-4282-I-03, page 163. 
123 See Exhibit A, IRC 05-4282-I-03, page 165. 
124 (2010) 188 Cal.App.4th 794, 803-804. 
125 Id, at page 804. 
126 See, e.g., Exhibit A, IRC 05-4282-I-03, pages 47-49 [Fiscal Year 1996-1997 claim]. 
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agree represent residential and skilled nursing services not eligible for reimbursement.127  The 
claimant submitted documentation in response to the final audit report stating that it mistakenly 
coded the treatment services as residential and skilled nursing alleging as follows: 

In our earlier appeal, we mentioned that some of the disallowance of claimed 
amounts were due to the miscoding of services in our MIS system.  This occurred 
in 1996-97 for Victor (provider 4194), Edgewood (provider 9215) and St. 
Vincent’s School (provider 9224).  Likewise, this occurred for Victor (provider 
4194) and Quality Group Home (provider 9232) in 1997-98.  This situation 
continued for Victor (provider 4192) in 1998-99. 

Victor and St. Vincent’s were erroneously coded in MIS as MOS5, service 
function 60 (residential, other), even though they provided SB90 billable 
treatment services, which is what we contracted for.  Our mistake was that, since 
the pupils receiving these services were in a residential setting, we coded the 
services as residential, while they were in fact, either day treatment (Victor) or 
outpatient mental health services (St. Vincent’s).  Victor provided billable 
rehabilitative day treatment (10/95) on weekdays, supplemented by non-billable 
residential days on weekends.  St. Vincent’s had been also coded 05/06, 
residential.  The actual services provided were Mental Health Services, 15/45, all 
claimable under SB 90. 

The following table shows the correct recoding of services and the consequent 
reallocation of costs.  Similar data are provided to show the correct service 
recoding for 1997-98 (Victor and Quality Group Home) and 1998-99 (Victor).  
Backup detail is provided in Exhibit A.128  

Exhibit A attached to the letter shows the original coding and the corrected coding, with notes to 
indicate that rehabilitative day treatment and mental health services were provided.129  Exhibit A, 
attached to the letter, also breaks down the miscoded amounts, the units of service associated 
with the dollar amounts, the provider of services, and dates of service.130 

It is not clear why the Controller was not satisfied with the additional documentation.  The 
Commission finds that the claimant’s worksheets provided in Exhibit A to the claimant’s letter 
show evidence of the validity of the costs claimed and, thus, satisfy the documentation 
requirements of the parameters and guidelines.131  As indicated above, the parameters and 
guidelines simply require supporting documentation or worksheets, and the documentation 
provided satisfies the definition of a worksheet.  The documentation contains the name of the 
provider, identifies the service provided with day treatment codes, the dates the services were 

                                                 
127 See, e.g., Exhibit A, IRC 05-4282-I-03, page 23 [Fiscal Year 1996-1997 Reimbursement 
Claim].  See also, Exhibit A, IRC 05-4282-I-03, pages 78 [Final Audit Report]; 112 [Claimant’s 
response to audit report]. 
128 Exhibit A, IRC 05-4282-I-03, page 112, emphasis in original. 
129 Exhibit A, IRC 05-4282-I-03, at page 118. 
130 Exhibit A, IRC 05-4282-I-03, pages 118-130. 
131 See Exhibit A, IRC 05-4282-I-03, page 165. 
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provided, and the costs paid. The parameters and guidelines do not require declarations, 
contracts, or billing statements from the treatment provider.    

Based on the foregoing, the Commission finds that the Controller’s reduction of $91,132 in costs 
claimed for allowable day treatment services, as reflected in the corrected documentation 
submitted by the claimant, is incorrect as a matter of law, and is arbitrary, capricious, and 
entirely lacking in evidentiary support, and should be reinstated, adjusted for the appropriate 
offset amount for Medi-Cal funding attributable to the reinstated treatment service costs.132   

2. The Controller’s reduction of costs in fiscal years to provide medication monitoring 
services to seriously emotionally disturbed pupils under the Handicapped and 
Disabled Students program is correct as a matter of law. 

The Controller reduced all costs claimed for medication monitoring ($1,007,332) for the audit 
period.133  The claimant argues that the disallowed activity is an eligible component of the 
mandated program, and that the Controller’s decision to reduce these costs relies on a too-narrow 
interpretation of the parameters and guidelines.134  The Commission finds, based on the analysis 
herein, that the claimant’s interpretation of the parameters and guidelines conflicts with a prior 
final decision of the Commission with respect to the activity of medication monitoring, and that 
the Controller correctly reduced these costs.  

The Handicapped and Disabled Students, CSM-4282 decision addressed Government Code 
section 7576135 and the implementing regulations as they were originally adopted in 1986.136  
Government Code section 7576 required the county to provide psychotherapy or other mental 
health services when required by a pupil’s IEP.  Former section 60020 of the regulations defined 
“mental health services” to include the day services and outpatient services identified in sections 
542 and 543 of the Department of Mental Health’s Title 9 regulations.137  Section 543 defined 
outpatient services to include “medication.”  “Medication,” in turn, was defined to include 
“prescribing, administration, or dispensing of medications necessary to maintain individual 

                                                 
132 In Finding 4 of the audit report, the Controller adjusted, in the claimant’s favor, the amount of 
Medi-Cal offsetting revenue reported, based on the Controller’s disallowance of certain 
treatment services claimed for which Medi-Cal revenues were received and reported by the 
claimant.  Based on the reinstatement of $91,132 in eligible services, at least some of which are 
Medi-Cal eligible services, the amount of the offset must be further adjusted to take account of 
Medi-Cal revenues received by the claimant for the services reinstated.  (See Exhibit A, IRC 05-
4282-I-03, pages 14; 81.) 
133 Exhibit A, IRC 05-4282-I-03, at pages 78-79. 
134 Exhibit A, IRC 05-4282-I-03, at pages 11-13. 
135 Added, Statutes 1984, chapter 1747; amended Statutes 1985, chapter 1274. 
136 Register 87, No. 30. 
137 Former Cal. Code Regs., tit. 2, § 60020(a) (Register 87, No. 30). 
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psychiatric stability during the treatment process,” and “shall include the evaluation of side 
effects and results of medication.”138   

In 2004, the Commission was directed by the Legislature to reconsider its decision in 
Handicapped and Disabled Students.  On reconsideration of the program in Handicapped and 
Disabled Students, 04-RL-4282-10, the Commission found that the phrase “medication 
monitoring” was not included in the original test claim legislation or the implementing 
regulations.  Medication monitoring was added to the regulations for this program in 1998 (Cal. 
Code Regs. tit. 2, § 60020).  The Commission determined that: 

“Medication monitoring” is part of the new, and current, definition of “mental 
health services” that was adopted by the Departments of Mental Health and 
Education in 1998. The current definition of “mental health services” and 
“medication monitoring” is the subject of the pending test claim, Handicapped 
and Disabled Students II, 02-TC-40/02-TC-49, and will not be specifically 
analyzed here.139 

Thus, the Commission did not approve reimbursement for medication monitoring in 
Handicapped and Disabled Students, CSM-4282 or on reconsideration of that program (04-RL-
4282-10).  

The 1998 regulations were pled in Handicapped and Disabled Students II, 02-TC-40/02-TC-49, 
however.  Handicapped and Disabled Students II was filed in 2003 on subsequent statutory and 
regulatory changes to the program, including the 1998 amendments to the regulation that defined 
“mental health services.”  On May 26, 2005, the Commission adopted a statement of decision 
finding that the activity of “medication monitoring,” as defined in the 1998 amendment of 
section 60020, constituted a new program or higher level of service beginning July 1, 2001.   

In 2001, the Counties of Los Angeles and Stanislaus filed separate requests to amend the 
parameters and guidelines for the original program in Handicapped and Disabled Students, 
CSM-4282.  As part of the requests, the Counties wanted the Commission to apply the 1998 
regulations, including the provision of medication monitoring services, to the original parameters 
and guidelines.  On December 4, 2006, the Commission denied the request, finding that the 1998 
regulations were not pled in original test claim, and cannot by law be applied retroactively to the 
original parameters and guidelines in Handicapped and Disabled Students, CSM-4282.140 

These decisions of the Commission are final, binding decisions and were never challenged by the 
parties.  Once “the Commission’s decisions are final, whether after judicial review or without 
judicial review, they are binding, just as judicial decisions.”141  Accordingly, based on these 

                                                 
138 California Code of Regulations, title 9, section 543 (Reg. 83, No. 53; Reg. 84, No. 15; Reg. 
84, No. 28; Reg. 84, No. 39). 
139 Statement of Decision, Reconsideration of Handicapped and Disabled Students, 
 04-RL-4282-10, page 42. 
140 Commission Decision Adopted December 4, 2006, in 00-PGA-03/04. 
141 California School Boards Assoc. v. State of California (2009) 171 Cal.App.4th 1183, 1200. 
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decisions, counties are not eligible for reimbursement for medication monitoring until  
July 1, 2001, in accordance with the decisions on Handicapped and Disabled Students II.142 

Moreover, the claimant expressly admits that “[w]e again point out that we are not claiming 
reimbursement under HDS II, but rather under the regulations in place at the time services were 
provided.”143  However, as the above analysis indicates, the Commission has already determined 
that “Medication Monitoring” is only a reimbursable mandated activity under the Handicapped 
and Disabled Students II test claim and parameters and guidelines, and only on or after July 1, 
2001.144   

Based on the foregoing, the Commission finds that the Controller correctly reduced the 
reimbursement claims of the County of San Mateo for costs incurred in fiscal years 1996-1997, 
1997-1998, and 1998-1999 to provide medication monitoring services to seriously emotionally 
disturbed pupils under the Handicapped and Disabled Students program. 

3. The Controller’s reduction of costs for crisis intervention in fiscal years 1996-1997 
and 1997-1998 only is incorrect as a matter of law.   

The Controller reduced all costs claimed during the audit period for crisis intervention 
($224,318) on the ground that crisis intervention is not a reimbursable service.145  The claimant 
argues that it “provided mandated . . . crisis intervention services under the authority of the 
California Code of Regulations – Title 2, Division 9, Joint Regulations for Handicapped 
Children.” 146  The claimant cites the test claim regulations, which incorporate by reference 
section 543 of title 9, which expressly included crisis intervention as a service required to be 
provided if the service is identified in a pupil’s IEP.  Claimant argues that these services were 
provided under the mandate, even though the parameters and guidelines did not expressly 
provide for them.147   

The Commission finds that the Controller’s reduction of costs for crisis intervention, for fiscal 
years 1996-1997 and 1997-1998 only, is incorrect, and conflicts with the Commission’s 1990 
test claim decision. 

                                                 
142 See Statement of Decision, Handicapped and Disabled Students II, 02-TC-40/02-TC-49,  
pages 37-39; Statement of Decision, 00-PGA-03/04. 
143 Exhibit C, Claimant Rebuttal Comments, at page 3. 
144 Finally, even if the amended regulations were reimbursable immediately upon their 
enactment, absent the Handicapped and Disabled Students II test claim, or a parameters and 
guidelines amendment to the Handicapped and Disabled Students program, the amended 
regulations upon which the claimant relies were effective July 1, 1998, as shown above, and 
therefore could only be considered mandated for the last of the three audit years. 
145 Exhibit A, IRC 05-4282-I-03, page 78. 
146 Exhibit C, Claimant Rebuttal Comments, page 2. 
147 Exhibit A, IRC 05-4282-I-03, page 12. 
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The Handicapped and Disabled Students, CSM-4282 decision addressed Government Code 
section 7576148 and the implementing regulations as they were originally adopted in 1986.149  
Government Code section 7576 required the county to provide psychotherapy or other mental 
health services when required by a pupil’s IEP.  Former section 60020 of the regulations defined 
“mental health services” to include those services identified in sections 542 and 543 of the 
Department of Mental Health’s Title 9 regulations.150  Section 543 defined “Crisis Intervention,” 
as “immediate therapeutic response which must include a face-to-face contact with a patient 
exhibiting acute psychiatric symptoms to alleviate problems which, if untreated, present an 
imminent threat to the patient or others.”151 

The Commission’s 1990 decision approved the test claim with respect to section 60020 and 
found that providing psychotherapy and other mental health services required by the pupil’s IEP 
was mandated by the state. The 1990 Statement of Decision states the following:  

The Commission concludes that, to the extent that the provisions of Government 
Code section 7572 and section 60040, Title 2, Code of California Regulations, 
require county participation in the mental health assessment for “individuals with 
exceptional needs,” such legislation and regulations impose a new program or 
higher level of service upon a county. Moreover, the Commission concludes that 
any related participation on the expanded IEP team and case management services 
for “individuals with exceptional needs” who are designated as “seriously 
emotionally disturbed,” pursuant to subdivisions (a), (b), and (c) of Government 
Code section 7572.5 and their implementing regulations, impose a new program 
or higher level of service upon a county. … The Commission concludes that the 
provisions of Welfare and Institutions Code section 5651, subdivision (g), result 
in a higher level of service within the county Short-Doyle program because the 
mental health services, pursuant to Government Code sections 7571 and 7576 and 
their implementing regulations, must be included in the county Short-Doyle 
annual plan. In addition, such services include psychotherapy and other mental 
health services provided to “individuals with exceptional needs,” including those 
designated as “seriously emotionally disturbed,” and required in such 
individual’s IEP. …152 

The parameters and guidelines adopted in 1991 caption all of sections 60000 through 60200 of 
the title 2 regulations, and specify in the “Summary of Mandate” that the reimbursable services 
“include psychotherapy and other mental health services provided to ‘individuals with 
                                                 
148 Added, Statutes 1984, chapter 1747; amended Statutes 1985, chapter 1274. 
149 California Code of Regulations, title 2, division 9, sections 60000-60610 (Emergency 
Regulations filed December 31, 1985, designated effective January 1, 1986 (Register 86, No. 1) 
and re-filed June 30, 1986, designated effective July 12, 1986 (Register 86, No. 28)). 
150 Former Cal. Code Regs., tit. 2, § 60020(a) (Register 87, No. 30). 
151 California Code of Regulations, title 9, section 543 (Reg. 83, No. 53; Reg. 84, No. 15; Reg. 
84, No. 28; Reg. 84, No. 39). 
152 Statement of Decision, Reconsideration of Handicapped and Disabled Students, 04-RL-4282-
10, page 26. 
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exceptional needs,’ including those designated as ‘seriously emotionally disturbed,’ and required 
in such individual’s IEP.”153   

Therefore, even if the parameters and guidelines adopted in 1991 were vague and non-specific 
with respect to the reimbursable activities, crisis intervention was within the scope of the 
mandate approved by the Commission.  

Moreover, the Legislature’s direction to the Commission to reconsider the original test claim 
“relating to included services” is broadly worded and required the Commission to reconsider the 
entire test claim and parameters and guidelines to resolve a number of issues with the provision 
of service and funding of services to the counties.154  On reconsideration, the Commission found 
that the original decision correctly approved the program, as pled, as a reimbursable state-
mandated program, but that the original decision did not fully identify all of the activities 
mandated by the state.155  

As the reconsideration decision and parameters and guidelines note, however, crisis intervention 
was repealed from the regulations on July 1, 1998.156  For that reason this activity was not 
approved in the reconsideration decision, which had a period of reimbursement beginning July 1, 
2004, or in Handicapped and Disabled Students II, which had a period of reimbursement 
beginning July 1, 2001.157  Here, because the requirement was expressly repealed as of July 1, 
1998; it is no longer a reimbursable mandated activity, and thus the costs for crisis intervention 
are reimbursable under the prior mandate finding only through June 30, 1998. 

Based on the foregoing, the Commission finds that crisis intervention is within the scope of 
reimbursable activities approved by the Commission through June 30, 1998, and the Controller’s 
reduction of costs in fiscal years 1996-1997 and 1997-1998 for crisis intervention costs based on 
its strict interpretation of the parameters and guidelines is incorrect as a matter of law.  The 
Commission therefore requests that the Controller reinstate costs claimed for crisis intervention 
for fiscal years 1996-1997 and 1997-1998 only, adjusted for Medi-Cal offsetting revenues 
attributable to this mandated activity.158 

  

                                                 
153  Exhibit A, IRC 05-4282-I-03, page 160. 
154 See Reconsideration of Handicapped and Disabled Students, 04-RL-4282-10, pages 7; 12; 
Assembly Committee on Education, Bill Analysis, SB 1895 (2004) pages 4-7 [Citing Stanford 
Law School, Youth and Education Law Clinic Report]. 
155 Statement of Decision, Reconsideration of Handicapped and Disabled Students, 04-RL-4282-
10, page 26. 
156 Reconsideration of Handicapped and Disabled Students, 04-RL-4282-10, page 41. 
157 Reconsideration of Handicapped and Disabled Students, 04-RL-4282-10, page 42; 
Handicapped and Disabled Students II, 02-TC-40/02-TC-49, page 37. 
158 As noted above, Finding 4 of the audit report adjusted the Medi-Cal offsetting revenues 
claimed based on treatment services disallowed.  To the extent crisis intervention is a Medi-Cal 
eligible service for which the claimant received state Medi-Cal funds, the reinstatement of costs 
must also result in an adjustment to the Medi-Cal offsetting revenues reported by the claimant. 
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C. The Controller’s Reductions Based on Understated Offsetting State EPSDT 
Revenues are Partially Correct, But the Reduction Based on the Full Amount of 
EPSDT Revenues Received is, Arbitrary, Capricious, and Entirely Lacking in 
Evidentiary Support. 

The 1991 parameters and guidelines identify the following potential offsetting revenues that 
must be identified and deducted from a reimbursement claim for this program: “any other 
reimbursement for this mandate (excluding Short-Doyle funding, private insurance payments, 
and Medi-Cal payments), which is received from any source, e.g. federal, state, etc.”159   

Finding 3 of the Controller’s final audit report states that the claimant did not account for or 
identify the portion of Medi-Cal funding received from the state under the Early Periodic 
Screening, Diagnosis, and Testing (EPSDT) program as offsetting revenue.  The auditor 
deducted the entire amount of state EPSDT revenues received ($2,069,194) by the claimant 
during the audit period because the claimant did not provide adequate information regarding how 
much of these funds were actually applicable to the mandate.”160  The claimant disputes the 
reduction and states that the Controller “incorrectly deducted all of the EPSDT state general fund 
revenues, even though a significant portion of that EPSDT revenue was not linked to the 
population served in the claim.”161  The claimant estimates the portion of EPSDT revenue 
attributable to the mandate at approximately, or less than, ten percent.162  Although the claimant 
agrees that it failed to identify the state’s share of revenue received under the EPSDT program 
(estimated at 10 percent of the revenue), it continues to request reimbursement for the entire 
amount reduced. 

EPSDT is a shared cost program between the federal, state, and local governments, providing 
comprehensive and preventive health care services for children under the age of 21 who are 
enrolled in Medicaid.  Under the federal program, states are required to provide comprehensive 
services and furnish all Medicaid coverable, appropriate, and medically necessary services 
needed to correct and ameliorate health conditions, including developmental and behavioral 
screening and treatment.163  The scope of EPSDT program services includes vision services, 
dental services, and “treatment of all physical and mental illnesses or conditions discovered by 
any screening and diagnostic procedures.”164  According to the Department of Health Care 
Services, “EPSDT mental health services are Medi-Cal services that correct or improve mental 
health problems that your doctor or other health care provider finds, even if the health problem 

                                                 
159 Exhibit A, IRC 05-4282-I-03, page 163. 
160 Exhibit A, IRC 05-4282-I-03, page 79. 
161 Exhibit A, IRC 05-4282-I-03, page 13. 
162 Exhibit A, IRC 05-4282-I-03, pages 13-14; 81. 
163 Exhibit X, Early and Periodic Screening, Diagnostic, and Treatment, 
http://www.medicaid.gov/Medicaid-CHIP-Program-Information/By-Topics/Benefits/Early-and-
Periodic-Screening-Diagnostic-and-Treatment.html, accessed July, 14, 2015. 
164 Exhibit X, Early and Periodic Screening, Diagnostic, and Treatment, 
http://www.medicaid.gov/Medicaid-CHIP-Program-Information/By-Topics/Benefits/Early-and-
Periodic-Screening-Diagnostic-and-Treatment.html, accessed July, 14, 2015. 
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will not go away entirely,” and that “EPSDT mental health services are provided by county 
mental health departments.” Services include individual therapy, crisis counseling, case 
management, special day programs, and “medication for your mental health.”  Counseling and 
therapy services provided under EPSDT may be provided in the home, in the community, or in 
another location.165  The state’s share of EPSDT funding was first made available during fiscal 
year 1995-1996 as a result of an agreement between the Department of Mental Health and the 
Department of Health Services, arising from a settlement of federal litigation.  The agreement 
provides state matching funds for “most of the nonfederal growth in EPSDT program costs.”  
The counties’ share “often referred to as the county baseline – is periodically adjusted for 
inflation and other cost factors.”166  Since state and federal funding under the EPSDT program 
may, by definition, be used for mental health treatment services for children under the age of 21, 
the funding received can be applied to the treatment of pupils under the Handicapped and 
Disabled Students mandate and, when it is so applied, would reduce county costs under the 
mandate.   

In this case, the claimant identified as an offset, the federal share of EPSDT funding it claimed 
was attributable to this mandated program, and the audit did not make adjustments to that offset.  
But the claimant failed to identify any state matching EPSDT funds in its reimbursement 
claims.167  The final audit report states that the claimant then estimated state EPSDT offsetting 
revenue for this program during the audit period at $166,352, but the Controller rejected that 
estimate because it lacked “an accounting of the number of Medi-Cal units of service applicable 
to the mandate.”168   

In response to the final audit report, the claimant explained that it “spent considerable time 
analyzing and refining the EPSDT units of service.”  The claimant then developed a 
methodology to calculate the offset which determined for the “baseline” 1994-1995 year the total 
EPSDT Medi-Cal units of service for persons under 21 years of age, and the EPSDT Medi-Cal 
units of service attributable to the mandate: “We then calculated the increases over 1994-95 
baseline units for 3632 under-21 Medi-Cal and total under-21 Medi-Cal units…” to determine a 
growth rate year over year for the audit period which was attributable to “3632 units” (i.e., 
EPSDT Medi-Cal services provided to children within the Handicapped and Disabled Students 
program).  Based on this methodology, the claimant calculated that the “amount of EPSDT 
[revenue] attributable to [the] 3632 [program] over the three audit years was $55,407.”  The 
claimant explains that “[t]his amount is due to small changes from [the 1994-1995] baseline for 
3632 under-age-21 Medi-Cal services, with most increases in under-21 Medi-Cal services 
occurring for non-3632 youth.” 

The claimant now asserts, in rebuttal comments on the IRC, that “[t]he State SB90 auditor, 
utilizing a different methodology, then calculated the offset separately, and came to a three-year 

                                                 
165 Exhibit X, EPSDT TBS Brochure, published by Department of Health Care Services. 
166 Exhibit X, Legislative Analyst’s Office Analysis of 2001-02 Budget, Department of Mental 
Health, page 3. 
167 Exhibit A, IRC 05-4282-I-03, page 80. 
168 Exhibit A, IRC 05-4282-I-03, page 81. 
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total for the offset of $665,975.”169  And finally, the claimant states that it recalculated the offset 
again at $524,389, based on a Department of Mental Health methodology as follows:  

Subsequently, in FY 2003-04 the Department of Mental Health (DMH) developed 
a standard methodology for calculating EPSDT offset for SB 90 claims.  
Applying this approved methodology the EPSDT offset is $524,389, resulting in 
$1,544,805 being due to the County.  This methodology is supported by the State 
and should be accepted as the final calculation of the accurate EPSDT offset and 
resulting reimbursement due to the County.170 

The Controller has not acknowledged these proposed offsets, and maintains that the claimant still 
has not provided an adequate accounting of actual offsetting revenue attributable to this 
program.171  And, although the claimant has identified four different offset amounts for the state 
EPSDT funds for this program, the claimant continues to request reinstatement of the entire 
adjustment of $1,902,842.172 

First, the Commission finds that the Controller’s application of all state EPSDT funds received 
by claimant as an offset is not supported by the law or evidence in the record.  There is no 
evidence in the record, and the Controller has made no finding or assertion, that all EPSDT funds 
received by the claimant are for services provided to pupils within the Handicapped and 
Disabled Students program.  EPSDT mental health services and funds are available to “full-
scope” Medi-Cal beneficiaries under the age of 21 based on the recommendation of a doctor, 
clinic, or county mental health department.173  A student need not be a Medi-Cal client, eligible 
for EPSDT funding to be entitled to services under Handicapped and Disabled Students 
program.  In addition, the scope of EPSDT program services includes vision services, dental 
services, and “treatment of all physical and mental illnesses or conditions discovered by any 
screening and diagnostic procedures,” none of which are part of this mandated program.174  
Accordingly, the Controller has made no findings that all EPSDT revenues received by the 
claimant during the audit period were used for students covered by this mandated program, and 
thus treating the full amount of the state EPSDT funding as a necessary offset is not supported by 
the record.  The Commission’s findings must be based on substantial evidence in the record, and 
the Commission’s regulations require that “[a]ll written representations of fact submitted to the 
Commission must be signed under penalty of perjury by persons who are authorized and 
competent to do so and must be based upon the declarant’s personal knowledge or information or 
belief.”175 

                                                 
169 Exhibit C, Claimant Rebuttal Comments, page 2. 
170 Exhibit C, Claimant Rebuttal Comments, page 2. 
171 Exhibit B, Controller’s Comments, pages 18-19. 
172 Exhibit A, IRC 05-4282-I-03, page 80. 
173 Exhibit X, EPSDT TBS Brochure, published by Department of Health Care Services. 
174 Exhibit X, Early and Periodic Screening, Diagnostic, and Treatment, 
http://www.medicaid.gov/Medicaid-CHIP-Program-Information/By-Topics/Benefits/Early-and-
Periodic-Screening-Diagnostic-and-Treatment.html, accessed July, 14, 2015. 
175 Code of Regulations, title 2, section 1187.5 (Register 2014, No. 21). 
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The Commission also finds, based on assertions made by the claimant, that some EPSDT state 
matching funds were received by the claimant and applied to the program.  In this respect, the 
claimant agrees that it did not identify the state general fund EPSDT match as an offset.  
Referring to the population served by this mandated program, the claimant asserts that “[o]nly a 
small percentage of the AB 3632 students in this claim are Medi-Cal beneficiaries, and thus, the 
actual state EPSDT revenue offset is quite small and less than 10% of what the SCO offset from 
the claim.”176  In rebuttal comments, the claimant further explains that the Controller stated that 
if the County could provide an accurate accounting “of the number of Medi-Cal units of services 
applicable to the mandate, the SCO auditor will review the information and adjust the audit 
finding as appropriate.”177  The claimant asserts that “[w]e have provided this data as requested 
by the SCO…but no audit adjustments were made.”178   

However, the Commission is unable to determine the amount of state EPSDT funding received 
by the claimant that must be offset against the claims for this program during the audit period 
based on evidence in the record.  No evidence has been submitted by the parties to show the 
number of EPSDT eligible pupils receiving mental health treatment services under the 
Handicapped and Disabled Students program during the audit years, or how much EPSDT funds 
were applied to the program.  As indicated above, four different estimates have been offered as 
the correct offset amount for the state matching EPSDT funds, based on methodologies allegedly 
developed by the claimant, the Controller, and DMH.  In this respect, the claimant has asserted 
that the offset for state EPSDT funding should be anywhere from $55,407,179 to $166,352,180 to 
$524,389,181 to $665,975.182   

Accordingly, the Commission finds that the Controller’s adjustment in the full amount of state 
EPSDT funding received by the claimant during the audit period is incorrect as a matter of law, 
and is arbitrary, capricious, or entirely lacking in evidentiary support.  The Commission remands 
the issue back to the Controller to determine the amount of state EPSDT funds received by the 
claimant and applied to services received by pupils within the Handicapped and Disabled 
Students program during the audit period, which must be offset against the costs claimed for 
those years.   

V. Conclusion 
Based on the foregoing, the Commission finds that the IRC was timely filed and partially 
approves this IRC.  The Commission finds that the Controller’s reduction of costs claimed for 
medication monitoring is correct as a matter of law.   

                                                 
176 Exhibit A, IRC 05-4282-I-03, pages 13-14. 
177 Exhibit C, Claimant Rebuttal Comments, page 1. 
178 Exhibit C, Claimant Rebuttal Comments, page 1. 
179 Exhibit A, IRC 05-4282-I-03, page 115 [Claimant’s response to audit report]. 
180 Exhibit A, IRC 05-4282-I-03, page 80 [Final Audit Report]. 
181 Exhibit C, Claimant Rebuttal Comments, page 7 [Claimant’s recalculation using “new 
methodology developed by DMH”]. 
182 Exhibit C, Claimant Rebuttal Comments, page 7 [“Rosemary’s” (the auditor) recalculation]. 
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However, the reductions listed below are not correct as a matter of law, or are arbitrary, 
capricious, or entirely lacking in evidentiary support.  As a result, pursuant to Government Code 
section 17551(d) and section 1185.9 of the Commission’s regulations, the Commission requests 
that the Controller reinstate the costs reduced as follows: 

• $91,132 originally claimed as “skilled nursing” or “residential, other”, costs which have 
been correctly stated in supplemental documentation, adjusted for state Medi-Cal 
revenues received and attributable to the reinstated services. 

• That portion of $224,318 reduced for crisis intervention services which is attributable to 
fiscal years 1996-1997 and 1997-1998, adjusted for state Medi-Cal revenues received and 
attributable to the reinstated services. 

• Recalculate EPSDT offsetting revenues based on the amount of EPSDT state share 
funding actually received and attributable to the services provided to pupils under this 
mandated program during the audit period. 
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Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3224320
mdelfin@sco.ca.gov

Patrick Dyer, MGT of America
Claimant Representative
2001 P Street, Suite 200, Sacramento, CA 95811
Phone: (916) 5025243
pdyer@mgtamer.com

Donna Ferebee, Department of Finance
915 L Street, Suite 1280, Sacramento, CA 95814
Phone: (916) 4453274
donna.ferebee@dof.ca.gov

Susan Geanacou, Department of Finance 
915 L Street, Suite 1280, Sacramento, CA 95814
Phone: (916) 4453274
susan.geanacou@dof.ca.gov

Dillon Gibbons, Legislative Representative, California Special Districts Association
1112 I Street Bridge, Suite 200, Sacramento, CA 95814
Phone: (916) 4427887
dillong@csda.net

Justyn Howard, Program Budget Manager, Department of Finance
915 L Street, Sacramento, CA 95814
Phone: (916) 4451546
justyn.howard@dof.ca.gov

Edward Jewik, County of Los Angeles 
AuditorController's Office, 500 W. Temple Street, Room 603, Los Angeles, CA 90012
Phone: (213) 9748564
ejewik@auditor.lacounty.gov

Matt Jones, Commission on State Mandates
980 9th Street, Suite 300, Sacramento, CA 95814
Phone: (916) 3233562
matt.jones@csm.ca.gov

Harshil Kanakia, Administrative Services Manager, County of San Mateo
Controller's Office, 555 County Center, 4th Floor, Redwood City, CA 94063
Phone: (650) 5991080
hkanakia@smcgov.org

Jill Kanemasu, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3229891
jkanemasu@sco.ca.gov

Jay Lal, State Controller's Office (B08)
Division of Accounting & Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
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Phone: (916) 3240256
JLal@sco.ca.gov

Geoffrey Neill, Senior Legislative Analyst, Revenue & Taxation, California State
Association of Counties (CSAC)
1100 K Street, Suite 101, Sacramento, CA 95814
Phone: (916) 3277500
gneill@counties.org

Andy Nichols, Nichols Consulting
1857 44th Street, Sacramento, CA 95819
Phone: (916) 4553939
andy@nicholsconsulting.com

Christian Osmena, Department of Finance
915 L Street, Sacramento, CA 95814
Phone: (916) 4450328
christian.osmena@dof.ca.gov

Arthur Palkowitz, Stutz Artiano Shinoff & Holtz
2488 Historic Decatur Road, Suite 200, San Diego, CA 92106
Phone: (619) 2323122
apalkowitz@sashlaw.com

Keith Petersen, SixTen & Associates
P.O. Box 340430, Sacramento, CA 958340430
Phone: (916) 4197093
kbpsixten@aol.com

Jai Prasad, County of San Bernardino
Office of AuditorController, 222 West Hospitality Lane, 4th Floor, San Bernardino, CA
924150018
Phone: (909) 3868854
jai.prasad@atc.sbcounty.gov

Juan Raigoza, AuditorController, County of San Mateo
555 County Center, 4th Floor, Redwood City, CA 94063
Phone: (650) 3634777
jraigoza@smcgov.org

David Scribner, Max8550
2200 Sunrise Boulevard, Suite 240, Gold River, CA 95670
Phone: (916) 8528970
dscribner@max8550.com

Jim Spano, Chief, Mandated Cost Audits Bureau, State Controller's Office
Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3235849
jspano@sco.ca.gov

Dennis Speciale, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3240254
DSpeciale@sco.ca.gov
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Evelyn Suess, Principal Program Budget Analyst, Department of Finance
Local Government Unit, 915 L Street, Sacramento, CA 95814
Phone: (916) 4453274
evelyn.suess@dof.ca.gov
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COUNTYoFSAN MATEO 
OFFICE OF THE CONTROLLER 

August 25, 20 I 5 

Ms. Heather Halsey, Executive Director 
Commission on State Mandates 
980 Ninth Street, Suite 300 
Sacramento, CA 95814 

Juan Raigoza 
Controller 

Shirley T ourel 
Assistant Controller 

555 County Center, 4th Floor 
Redwood City, CA 94063 
650-363-4777 
http://controller.smcgov.org 

Via PDF & CSM Dropbox 

Subject: County of San Mateo - Incorrect Reduction Claim 05-4282-1-03, Regarding Handicapped & 
Disabled Students - County Response to the Commission's Revised Draft Proposed Decision 
dated July 28, 20 I 5 

Dear Ms. Halsey: 

This letter is in response to the revised draft proposed decision by the Commission on State Mandates 
("Commission") regarding the above referenced Incorrect Reduction Claim ("IRC") submitted by the County of 
San Mateo ("County") for its Handicapped & Disabled Students Program with respect to the 1996-1997, 1997-
1998 and 1998-1999 fiscal years. Below are the County of San Mateo's comments, for the administrative record, 
on each of the Commission's findings regarding the items raised in the revised draft proposed decision: 

I. The County agrees with the Commission's finding concerning the statute of limitations; specifically, that 
the statute of limitations does not bar the instant IRC, and the County concurs with the Commission's 
determination that the IRC was filed t imely. 

2. The County agrees with the Commission's finding concerning "residential, other" and "skilled nursing" 
costs; specifically, that these costs were simply miscoded and that they actually related to eligible day 
treatment services for patients in residential and skilled nursing facilities. The County notes that these 
costs were included in the filed IRC, and were identified in detail in support documentation filed with the 
IRC. 

3. The County disagrees with the Commission's decision as it pertains to medication monitoring. The 
County's position with respect to the recovery of medication monitoring expenditures for the years at 
issue here has been made in the administrative record and, in the interest of brevity, the County 
incorporates by reference herein its arguments with respect to this matter. 

4. The County agrees with the Commission's finding concerning crisis intervention services; specifically, that 
costs incurred for such services are reimbursable for FY s 96-97 and 97-98. 

5. The County agrees with the Commission's finding that the matter of the Early Periodic Screening, 
Diagnosis, and Testing ("EPSDT") offset should be remanded to the State Controller's Office (SCO) for 
determination of an appropriate methodology for calculation of this offset. However, the Commission 
should retain jurisdiction over this issue to allow the County to seek further relief before the 
Commission in the event that the parties are unable to reach agreement on an appropriate offset 
methodology. 

RECEIVED

Commission on
State Mandates

August 25, 2015
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Commission on State Mandates 
Page 2 
August 25, 2015 

Substantively, the County continues to disagree with EPSDT offset methodology utilized to date by the SCO. The 
County maintains that a proper EPSDT revenue offset calculation must incorporate each of the following points A, 
B and C below: 

(A) SCO's Proposed EPSDT Methodology Offsets is Incorrect based on Prior State Guidance. 
The SCO's proposed methodology for offsetting EPSDT revenue conflicts with prior guidance issued by the State 
Department of Mental Health ("DMH") on this subject. In particular, the SCO methodology does not reflect the 
intent of the State to provide EPSDT revenue for program growth above the established baseline. 

In the Short-Doyle Medi-Cal Cost Report instructions for each of the years at issue, DMH provided a specific 
methodology for determining the appropriate EPSDT offset for Special Education Program (SEP) costs and included 
directions stating that the DMH process was to be used as the supporting documentation for SB90 State Mandate 
Claims. That prescribed methodology accounts for baseline program size and appropriate offset of all EPSDT 
revenue. Those instructions were provided to the County and are posted on the DHCS Information Technology 
Web Services (ITWS) website. The County used this prescribed DMH methodology to determine the EPSDT 
offset for SB90 claims for each of the audited years. The DMH Short-Doyle Cost Report instructions and 
worksheets have also been provided to the SCO by the County. 

The method proposed in the draft Audit Report for EPSDT revenue offset would distribute State EPSDT revenue 
equally to all Medi-Cal services without regard to differences in growth of SEP services relative to growth in other 
mandated programs. This position is in clear contradiction to prior guidance issued by the State. 

(B) Statue of Limitations has expired on Baseline Prior Audited DMH Cost Reports. 
SCO staff have asked repeatedly for documentation in order to audit baseline calculations of the County. 
However, those baseline numbers (from 1994-95), as well as prior DMH cost reports for the fiscal years under 
SCO audit, have been accepted by the state and federal government. Further, the County maintains that data 
older than three years is deemed true and correct. (Welfare and Institutions Code § 14170; Redding Medical Center. 
Bonta (2004) I 15 Cal.App.4th I 031.) Further, the County asserts that SCO's attempt to audit those baseline and 
prior DMH reports after three years is subject to laches, as the delay in making the request is unreasonable and 
presumptively prejudicial to the County. (Fountain Valley Regional Hospital and Medical Center v. Bonta ( 1999) 75 
Cal.App.4'h 316, citing Robert F. Kennedy Medical Center v. Beish ( 1996) 13 Cal.4th 748.) 

(C) Reasonable Acceptance and Acceptable Reliance based on acceptance of prior year Cost 
Reports. 
SCO field audit staff have asked repeatedly for documentation in order to audit baseline calculations of the 
County. However, as noted, those baseline numbers (from 1994-95) as well as prior DMH cost reports for the 
fiscal years under SCO audit have been accepted by the state and federal government. The SCO position to 
simplify EPSDT revenue offsets is in conflict with previously prescribed DMH methods. Audit staff can verify the 
County methods by examining prior cost reports and should not employ a new methodology without an 
amendment to the program's parameters and guidelines. The audit DMH/DHCS reports for many fiscal years have 
been provided to SCO staff to confirm that there were no findings related to baseline or EPSDT revenues, 
methods or calculations, and that the County has acted consistently and in accordance with state procedures. 
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Again, the County appreciates your efforts on this important matter and looks forward to a final resolution. 
Please feel free to contact Gina Wilson, Chief Financial Officer for the San Mateo County Health System, if you 
have any questions or wish to discuss this matter further. 

Sincerely, 

~~ 
Juan Raigoza 
Controller 
County of San Mateo 

cc: Glenn Kulm, San Mateo County Behavioral Health & Recovery Services 
John Klyver, San Mateo County Behavioral Health & Recovery Services 
Shirley Tourel, San Mateo County Controller's Office 
John Nibbelin, Chief Deputy County Counsel 
Patrick Dyer, MGT of America 
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COMMISSION ON STATE MANDATES

Mailing List
Last Updated: 7/28/15

Claim Number: 054282I03

Matter: Handicapped and Disabled Students

Claimant: County of San Mateo

TO ALL PARTIES, INTERESTED PARTIES, AND INTERESTED PERSONS:
Each commission mailing list is continuously updated as requests are received to include or
remove any party or person on the mailing list. A current mailing list is provided with commission
correspondence, and a copy of the current mailing list is available upon request at any time. Except
as provided otherwise by commission rule, when a party or interested party files any written
material with the commission concerning a claim, it shall simultaneously serve a copy of the
written material on the parties and interested parties to the claim identified on the mailing list
provided by the commission. (Cal. Code Regs., tit. 2, § 1181.3.)

Socorro Aquino, State Controller's Office
Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3227522
SAquino@sco.ca.gov

Lacey Baysinger, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3240254
lbaysinger@sco.ca.gov

Danielle Brandon, Budget Analyst, Department of Finance
915 L Street, Sacramento, CA 95814
Phone: (916) 4453274
danielle.brandon@dof.ca.gov

Allan Burdick, 
7525 Myrtle Vista Avenue, Sacramento, CA 95831
Phone: (916) 2033608
allanburdick@gmail.com

Gwendolyn Carlos, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3230706
gcarlos@sco.ca.gov

Annette Chinn, Cost Recovery Systems,Inc.
7052 East Bidwell Street, #294, Folsom, CA 95630
Phone: (916) 9397901
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Marieta Delfin, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3224320
mdelfin@sco.ca.gov

Patrick Dyer, MGT of America
Claimant Representative
2251 Harvard Street, Suite 134, Sacramento, CA 95815
Phone: (916) 5025243
pdyer@mgtamer.com

Donna Ferebee, Department of Finance
915 L Street, Suite 1280, Sacramento, CA 95814
Phone: (916) 4453274
donna.ferebee@dof.ca.gov

Susan Geanacou, Department of Finance 
915 L Street, Suite 1280, Sacramento, CA 95814
Phone: (916) 4453274
susan.geanacou@dof.ca.gov

Dillon Gibbons, Legislative Representative, California Special Districts Association
1112 I Street Bridge, Suite 200, Sacramento, CA 95814
Phone: (916) 4427887
dillong@csda.net

Justyn Howard, Program Budget Manager, Department of Finance
915 L Street, Sacramento, CA 95814
Phone: (916) 4451546
justyn.howard@dof.ca.gov

Edward Jewik, County of Los Angeles 
AuditorController's Office, 500 W. Temple Street, Room 603, Los Angeles, CA 90012
Phone: (213) 9748564
ejewik@auditor.lacounty.gov

Matt Jones, Commission on State Mandates
980 9th Street, Suite 300, Sacramento, CA 95814
Phone: (916) 3233562
matt.jones@csm.ca.gov

Harshil Kanakia, Administrative Services Manager, County of San Mateo
Controller's Office, 555 County Center, 4th Floor, Redwood City, CA 94063
Phone: (650) 5991080
hkanakia@smcgov.org

Jill Kanemasu, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3229891
jkanemasu@sco.ca.gov

Jay Lal, State Controller's Office (B08)
Division of Accounting & Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
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Phone: (916) 3240256
JLal@sco.ca.gov

Geoffrey Neill, Senior Legislative Analyst, Revenue & Taxation, California State
Association of Counties (CSAC)
1100 K Street, Suite 101, Sacramento, CA 95814
Phone: (916) 3277500
gneill@counties.org

Andy Nichols, Nichols Consulting
1857 44th Street, Sacramento, CA 95819
Phone: (916) 4553939
andy@nicholsconsulting.com

Christian Osmena, Department of Finance
915 L Street, Sacramento, CA 95814
Phone: (916) 4450328
christian.osmena@dof.ca.gov

Arthur Palkowitz, Stutz Artiano Shinoff & Holtz
2488 Historic Decatur Road, Suite 200, San Diego, CA 92106
Phone: (619) 2323122
apalkowitz@sashlaw.com

Keith Petersen, SixTen & Associates
P.O. Box 340430, Sacramento, CA 958340430
Phone: (916) 4197093
kbpsixten@aol.com

Jai Prasad, County of San Bernardino
Office of AuditorController, 222 West Hospitality Lane, 4th Floor, San Bernardino, CA
924150018
Phone: (909) 3868854
jai.prasad@atc.sbcounty.gov

Juan Raigoza, AuditorController, County of San Mateo
555 County Center, 4th Floor, Redwood City, CA 94063
Phone: (650) 3634777
jraigoza@smcgov.org

David Scribner, Max8550
2200 Sunrise Boulevard, Suite 240, Gold River, CA 95670
Phone: (916) 8528970
dscribner@max8550.com

Jim Spano, Chief, Mandated Cost Audits Bureau, State Controller's Office
Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3235849
jspano@sco.ca.gov

Dennis Speciale, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3240254
DSpeciale@sco.ca.gov
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Evelyn Suess, Principal Program Budget Analyst, Department of Finance
Local Government Unit, 915 L Street, Sacramento, CA 95814
Phone: (916) 4453274
evelyn.suess@dof.ca.gov
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August 26, 2015 

BETIYT. YEE 
California State Controller 

Heather Halsey, Executive Director 
Commission on State Mandates 
980 Ninth Street, Suite 300 
Sacramento, CA 95814 

Re: Draft Proposed Decision 
Incorrect Reduction Claim 
Handicapped and Disabled Students, 05-4282-I-03 
Government Code Sections 7570-7588 
Statutes 1984, Chapter 1747 (AB 3632); Statutes 1985, Chapter 1274 (AB 882) 
California Code of Regulations, Title 2, Sections 60000-60200 
Fiscal Years 1996-1997, 1997-1998, and 1998-1999 
San Mateo County, Claimant 

Dear Ms. Halsey: 

The State Controller's Office (SCO) has reviewed the Commission on State Mandates' 
(Commission) draft staff analysis (DSA) dated July 28, 2015, for the above incorrect reduction 
claim (IRC) filed by San Mateo County. This letter constitutes the SCO' s response to the DSA. 

We support the Commission staff decision related to the following issues: 

• We agree with the Commission's analysis that medication monitoring costs, totaling 
$1,007,332, are ineligible. The services are ineligible because they are not identified in the 
program's parameters and guidelines. 

• We agree with the Commission's analysis concerning the eligibility of crisis intervention 
costs, totaling $159,614 ($76,320 for FY 1996-97 and $83,294 for FY 1997-98). When the 
audit was performed, we found that crisis intervention services were unallowable because 
these services were not specifically identified within the program's parameters and 
guidelines. The DSA also indicated that "the parameters and guidelines adopted in 1991 
were vague and non-specific with respect to the reimbursable activities." However, the DSA 
articulated that such activities were within the scope of the test claim. The relevant 
regulations were repealed on July 1, 1998. 

P.O. Box 942850, Sacramento, CA 94250 + (916) 445-2636 
3301 C Street, Suite 700, Sacramento, CA 95816 • (916) 324-8907 

901 Corporate Center Drive, Suite 200, Monterey Park, CA 91754 + (323) 981-6802 

August 26, 2015
RECEIVED

Commission on
State Mandates
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We do not support the Commission staff decision related to the following issues: 

• We disagree with the Commission's analysis concerning the miscoded costs, totaling 
$91,132 ($56,300 for FY 1996-97, $27,600 for FY 1997-98, and $7,232 for FY 1998-99) for 
"Residential, Other" and "Skilled Nursing" services. The alleged miscoding was not 
addressed in the written detailed narrative section of the county-filed IRC, as required by the 
Commission's regulations. Therefore, we believe that this issue is a cause of action that is 
not before the Commission to resolve and, thus, beyond the Commission's responsibility to 
address pursuant to section 1185.7 of its regulations. Section 1185.7 provides the 
Commission with the authority to conduct a hearing before adopting a decision on an 
individual or consolidated IRC. 

Regulations concerning the filing of an IRC with the Commission are contained within the 
California Code of Regulations, Title 2, Chapter 2.5, Article 5, section 1185.1. Relevant 
sections state, in part: 

(a) To obtain a determination that the Office of State Controller incorrectly reduced a 
reimbursement claim, a claimant shall file an "incorrect reduction claim" with the 
Commission. 

(f) All incorrect reduction claims, or amendments thereto, shall contain at least the following 
elements and documents: 

(2) A written detailed narrative that describes the alleged incorrect reductions. The narrative 
shall include a comprehensive description of the reduced or disallowed areas of costs. 

(3) All representations of fact shall be supported by testimonial or documentary evidence and 
shall be submitted with the claim in accordance with section 1187.5 of these regulations. 

We believe that addressing issues in a DSA that were not alleged in the written detailed 
narrative of a claimant's IRC places an unreasonable burden on the SCO to comment on all 
potential issues raised during the audit process, in addition to the issues raised within the 
IRC. We believe that the Commission's regulations require the claimant to request a 
determination that the SCO incorrect! y reduced a reimbursement claim by filing an IRC with 
the Commission that contains a written narrative describing all of the alleged incorrect 
reductions. 

We did not address the miscoded cost issue in our comments to the county-filed IRC as the 
county did not include this issue in its written narrative portion of the county-filed IRC. 
The "Residential, Other" and "Skilled Nursing" adjustment totaling $97,931 ($38,428 for FY 
1996-97, $43, 724 for FY 1997-98, and $15, 779 for FY 1998-99) was identified in Finding 2 
of the final audit report. The county responded to this issue when responding to the draft 
audit report and when appealing the findings after the issuance of the final audit report to the 
SCO's Chief Counsel for an informal audit review. However, the written detailed narrative 
section of the county-filed IRC only discusses the medication monitoring and crisis 
intervention activities portion of Finding 2; it did not address the miscoded "Residential, 
Other" and "Skilled Nursing" adjustments. The post-audit appeal to the SCO's Chief Counsel 
indicated that the reinstated costs should be $91,132 based on the relevant time base and rates 
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for these services. 

Further, the dollar amounts of the individual issues disputed in the narrative of the claimant's 
IRC do not reconcile to the total amount disputed; the difference totals $476,463. In 
reference to Finding 2, the only services disputed by the claimant in the written narrative are 
reductions for medication monitoring and crisis intervention costs, net of the corresponding 
Medi-Cal offset (Finding 4). 

The following table summarizes the claimant's disputed amounts: 

Fiscal Year 
1996-97 1997-98 1998-99 Total 

Amounts disputed in !RC $ 893,367 $ 1,051,859 $ 1,287,198 $ 3,232,424 

Finding; disputed in IRC narrative 
- Finding 2 - Medication monitoring 331,014 267,479 408,839 1,007,332 
- Finding 2 - Crisis intervention 76,320 83,294 64,704 224,318 
- Finding 3 - EPSDT of!Set1 370,338 542,834 989,670 1,902,842 
- Finding 4 - Medi-Cal of!Set' (135,507) (97,032) (145,992) (378,531) 
Totai net 642,165 796,575 1,317,221 2,755,961 

Difference $ 251,202 $ 255,284 $ l30,023l $ 476,463 

1 
Amount contested based on SCO final audit report offset of $2,069,194 less claimant IRC offset of $166.352. 
Claimants offset for fiscal year 1998-99 actually adds $10,917 in additional cost, this is in excess of the amount claimed. 

2
Portion of offset related to unallowable med£ation monitoring and crisis intervention costs. 

The documentation submitted with the IRC identifying the miscoded activities was submitted 
by the county when appealing the finding to the SCO's Legal Counsel on February 20, 2003. 
The county did not provide any support that the documentation was submitted to the 
California Department of Mental Health (CDMH) to correct submitted cost reports (Tab 2). 
As the county alleges that the inpatient services (Mode 5) are actually outpatient services 
(Mode 10 and 15) (Tab 3), the county should have alerted the CDMH regarding errors in its 
fiscal submissions. Further, these different modes of service and corresponding service 
function codes have significantly different time bases and rates (Tab 4), adding to our 
concern as to whether the miscoding has been adequately reported to the CDMH. The county 
also has not addressed the issue of Medi-Cal offsets related to the miscoded services. 

• We disagree with the Commission's proposal to remand the claims back to the SCO to 
recalculate Early and Periodic, Screening, Diagnosis and Treatment (EPSDT) offsetting 
revenues based on the amount of EPSDT state share funding actually received and 
attributable to the services provided to pupils under this mandated program. This issue was 
addressed in Finding 3 of our final audit report. 

EPSDT mental health services are available to children and youth under the age of 21 that 
have full scope Medi-Cal, and can be used for a variety of services (Tab 5). During the audit, 
the county did not identify the portion of EPSDT mental health services (units and costs) 
provided to children and youth attributable to AB 3632 clients. The county also did not 
provide any other verifiable support to enable the SCO to make this determination. As a 
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result, the SCO applied the entire amount of EPSDT revenue received by the county for 
mental health services as an offset to claimed costs, totaling $2,069,194 (Tab 6). We did not 
provide evidence of the total revenues received by the county in our comments to the county
filed IRC because the amount was not disputed in the detailed written narrative of its filed 
IRC. In responding to the audit report, the county provided an estimate of the EPSDT offset, 
totaling $166,352 (Tab 7). As noted in our audit report comments, we did not accept the 
estimated offset because the county did not provide support for such offsets. 

Therefore, we believe that the only reasonable course of action is to apply the mental health 
related EPSDT revenues received by the county, totaling $2,069,194, as an offset. 

The following table summarizes the difference for the EPSDT offset: 

Category 

Finding 3 
EPSDT offsets: 
- FY 1996-1997 $ 
- FY 1997-1998 
- FY 1998-1999 

Total $ 

Of!Set Per 
Claimant 

108,662 
68,607 

(10,917) 

166,352 

$ 

$ 

Of!Set Per 
sco 

479,000 
611,441 
978,753 

2,069,194 

Difference 

$ 370,338 
542,834 
989,670 

$ 1,902,842 

As noted by the Commission in its DSA, the county's IRC submission contains a number of 
EPSDT offset calculations, including $166,352, $55,407, $524,389 and $665,975. These 
calculations, with the exception of the $166,352 offset, were submitted after the issuance of 
the final audit report. The county has not provided documentation to support the calculations. 
As such, the SCO has been unable to verify such amounts to county records. The calculations 
also include elements that are estimated, resulting in inaccurate allocations. Though the 
county included a number of offsets in the attachments to the IRC, it only addressed the 
offset of $166,352 in the written detailed narrative section of the county-filed IRC. 
Consequently, our comments herein only addresses the county's calculation of$166,352. 

The county stated in its response to the draft audit report that the $166,352 offset for the 
EPSDT related portion of AB 3632 is an estimate. The county provided no support for this 
amount. In addition, we have the following concerns regarding the methodology used: 

o The county computed its offset based on the relative growth in units of services provided 
to AB 3632 versus non-AB 3632 Medi-Cal eligible children and youth. The county's use 
of units of service does not consider the variability in time base and cost per unit. The 
varying time bases and unit costs skew the accuracy of the allocation. For example, day 
treatment intensive services (Mode 10) are accumulated in half-day and full-day time 
increments and cost in excess of $100 per unit, while less intensive outpatient services 
(Mode 15) are accumulated in minutes and cost between $2 and $3 per unit (Tab 4). The 
county's methodology erroneously treats all units the same regardless ofrelative 
differences in overall cost. 
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o In addition, the county's methodology does not consider the increase in unit costs over time. 
In each fiscal year of the audit period, the cost per unit of various services increased from 
year to year (fab 4). As the county's methodology does not consider cost, the alleged 
reduction in AB 3632 units in FY 1998-99 results in a negative offset (increase in cost) (Tab 
7). 

We did not address the other three EPSDT offset calculations included in the attachments to the 
county-filed IRC submission as they were not described in the written detailed narrative of the 
claimant's IRC, as required by the Commission's regulations. 

We have no comments regarding the Commission's analysis of the timeliness of the county-filed 
IRC. 

If you have any questions, please contact me by telephone at (916) 323-5849. 

JZre1V 
// /;:L.~ 

f' JIM L. SPAi= 
I Mandated Cost Audits Bureau 

Division of Audits 

JLS/as 

15970 

Enclosure 
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RESPONSE BY THE STATE CONTROLLER'S OFFICE 
TO THE COMMISSION DRAFf PROPOSED DECISION DATED JULY 28, 2015 

RELATED TO AN INCORRECT REDUCTION CLAIM (IRC) BY 

Description 

SAN MATEO COUNTY 

Handicapped and Disabled Students 
Program 

Table of Contents 

State Controller's Office (SCO) Response to Commission's Draft Proposed Decision 

SCO Declaration ...................................................................................................................... Tab 1 

San Mateo County's Corrected Coding Exhibit A from its informal audit review 
request dated February 20, 2003 .......................................................................................... Tab 2 

SCO Supporting Documentation, mode and service function codes used by 
San Mateo County to track mental health services, document provided in the 
course of the audit ................................................................................................................. Tab 3 

SCO Supporting Documentation, Short-Doyle/Medi-Cal Maximum Reimbursement 
Rates for the audit period July 1, 1996 through June 30, 1999, California 
Department of Mental Health ............................................................................................... Tab 4 

Early and Periodic Screening, Diagnosis and Treatment (EPSDT) mental health 
services informational brochure, California Department of Health Services ....................... Tab 5 

SCO Supporting Documentation, EPSDT revenues applied to mental health 
services provided by San Mateo County in the course of the audit. ..................................... Tab 6 

San Mateo County's response to the draft audit report dated September 24, 2002 ................. Tab 7 
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1 OFFICE OF THE STATE CONTROLLER 
Division of Audits 

2 3301 C Street, Suite 725 
Sacramento, CA 95816 

3 Telephone No.: (916) 324-8907 

4 

5 BEFORE THE 

6 COMMISSION ON STATE MANDATES 

7 STATE OF CALIFORNIA 

8 

INCORRECT REDUCTION CLAIM ON: No.: IRC 05-4282-I-03 
9 

10 
AFFIDAVIT OF BUREAU CHIEF 

Handicapped and Disabled Students Program 

11 Government Code Sections 7570-7588 

12 Statutes of 1984, Chapter 1747; 
Statutes of 1985, Chapter 1274 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

California Code of Regulations, Title 2, 
Sections 60000-60200 

SAN MATEO COUNTY, Claimant 

I, Jim L. Spano, make the following declarations: 

1) I am an employee of the State Controller's Office (SCO) and am over the age of 
18 years. 

2) I am currently employed as a bureau chief, and have been so since April 21, 2000. 
Before that, I was employed as an audit manager for two years and three months. 

3) I am a California Certified Public Accountant. 

4) I reviewed the work performed by the SCO auditor. 

5) The Auditor-in-Charge gathered supporting documentation in the course of the audit 
including the mode and service function codes (Tab 3), reimbursement rates (Tab 4), 
and Early and Periodic, Screening, Diagnosis and Treatment (EPSDT) mental health 
revenues (Tab 6). The codes identify the tracking of services provided, while the 
reimbursement rates show the relative cost and time base per service type. The EPSDT 
accounting information documents the revenues received. 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

6) During the audit, the county did not identify or support the portion of EPSDT mental health 
services (units and costs) that should be deducted from claimed costs as offsetting revenues. 
In responding to the draft audit report, the county estimated that the amount should be 
$166,352. The county provided a worksheet showing the calculations; however it did not 
provide documentation supporting the validity of such data to county records. 

I do declare that the above declarations are made under penalty of perjury and are true and correct 
to the best of my knowledge, and that such knowledge is based on personal observation, 
information, or belief. I also declare that EPSDT information contained in Tab 5 was obtained 
from the CDMH website. 

Date: August 26, 2015 

OFFICE OF THE STATE CONTROLLER 

13 State Controller's Office 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

2 
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Exhibit A 

Corrected Coding and Costs 
For Three Years 

9 
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Summary of Unfts of Service 96-97, 97-98, 96-99 for .SB 90 Audft Appeal 
Corrected Services 

Ork~inal Codin_g 
' 

1996-97 
IEP .Units MCUnits Tot Units % IEP -IEP Units MCUnits Tot Units 

C.orrected Coding 

Victor 
05/60 
10/95 

St. Vince.nt's 
05160 
15/45 

Edg~wDod 
10/60 
10/85 

1997-98 

Victor 
05/60 
10/95 

Quality Grp Home 
05/60 
15/45 

1998-99 

Victor 
05/60 
15/60 
10/85 
10/95 

124 

108 

335 

405 

65 

317 
330 
1.88 

SumCorrUnitsSB90Auditxlo/ Final Units 
212012003 11 :44 AM 

1091 11.37% 
. 

381 28.35% 

335 100.00% 

832 48.68% 

65 100.00% 

1231 25.75% 
1275 25.88% 

681 27.61% 

140 0 308 
352 0 783 

3,996 0 14,097 

335 0 335 

115 0 237 
290 0 595 

3,055 0 3,055 

12ll 550 
330 330 1,275 

188 188 881 

%1EP 

45.45%1! nly some days at Residential, Other, with no Day Tx. 
ehabilitative Day Tx provided (weekdays): misc0ded as OS/60 44.96%11 

28.35% I ental Health Services provided, i:iot Residential,· Other 
we paid for treatment patoh): mioooded as 05/60 I 

100.00% I 1tensive Day Tx provided, not SNF Augmentanon: 
r iscoded as 10/60 · 

" 

48.52% 11 
Only some days at Reoidential, Other, with no Day Tx. 

:ehabilitative Day Tx provided (weekdays): miscoded as 05/60 
48.74% I 

Mental Health Services provided, not Residenoal, Other 

100.00% I 
we paid for treatment patch): miscoded as 05/60 

. 

23.45% 
25.88% 

27.61% 
Day Tx Rehabilitative provided, not Day Tx lntensiv~ 
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ri .. :n .. AI.. I t:AI"( 1.!196 • 97 
A B c D I J K L M N 

AB3632 / SB!lO 

CA/Bl (C (JX 15%\ (J+K) (Lx50% JM x C) 

02.20.03 

T ... 1AL 

-
LEGAL 

PERCENT COST TOTAL MEDI-CAL ADD MEDI-CAL SEP NET Amount 

ENTITY SEP TOTAL OF SEP WfOUT GROSS Jlf\IENUE AOMIN TOTAL REVENUE REVENUE AMOUNT Allowable 

PROVIDER NAME NO, MOD! SFC UNITS uos TO TOTAL ADMlN SEP GROSS REVENUE @ 50% ONLY perMH 

VICTOR RESID5NT!AL 00198 s so 14-0 '308 <Ui.45% 24,143 10974 D 0 0 D 0 10,974 0 

VICTOR RESIDENTIAL 00198 10 95 352 780 ...... 61J.TT. 21111;02 0 . 0 0 0 0 27,592 2'f .592 

ST VINCENT'S SCHOOL 00421 15 4S 3ogs 140Q7 , ..... 24 ~"6 7000 0 D D 0 0 7.000 7.000 

EDGEWOOD 00273 " 85 335 330 100.00% 21708 21708 0 0 0 0 0 21 708 21708 

Totals 
4,823 15,523 131-t124 67,275 

67,275 56,301 

mhemy\sb90\Audit S6SOFY97thruFY99\SB90 9697 AMEND.xlw 

212QJ2003. 11 :45 AM 
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- ' .. ·---FISCAL YEAR 1997 • 98 
A B c D I J K L M 0 

A93632 / SB90 

IA.Bl er ledo ICXDI MM 1966 fJ x 15%) fJ.f.K) fl x 50.98%) 01 fl·Nl 

OZ.20,03 

JTAl. LEGAL 
PERCENT -COST TOTAL MEDI-CAL ADD MEDI-CAL SEP AMOUNT 

ENTITY 
SEP TOTAL OF SEP WITHOUT GROSS REVENUE ACMIN TOTAL REVENUE R!VENUE ALLOWABLE 

PROVIDER NAME ND. MOOE SFC UNITS uos TO TOTAL ADMIN SEP GROSS REVENUE ® 50.SS"lt ONLY 
VICTOR R.ES!DENTIAL 00198 5 60 115 237 48.52% · 17ns 8,624 0 0 0 0 0 

VICTOR RESIDENTIAL 00198 10 95 290 S95 48;74% 44 625 21,700 0 0 0 0 ·21.750 

QUALITY GROUP HOMI: 00662 15 45 3055 3,055 100.00% 5850 5 850 0 0 0 o' 5850 
3,460 3,887 68,250 36,22S 

27,601 

r'nhemy\sb90\A.udit SB90FY97thruFY99/S690 S79B.Xlw 

2120/2003 11:45"AM 
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' 9 mon!hs x r.i\9 for \0/9 51.55% 4,6395 I 
/'ISCAL YEAR 19&8. 99 

6.176' .S1.4~J 

AB36ll / S890 
A • c 0 I J K l M N 0 p a 

02.20.0J 
11i,.a1 MH 1961 CXDl ID/El) rJX in tLXS1.36%l LX15%1 fN)(S0% .4•0 I.Pi FROM COST OT 

AVE"-'GE F P 15% AtlMIH SE "'"P TOTAL NET AMT 
LEGAL REPURT .... c c TOTAL. .. CAL COST .SE oss s SEP M AL MCAL Ofl'S'ET ALL ABLE 
,.my .... TOTAL OfSEP """ OllOSS UNITS- MCAL 51.llf7% ADMt50%0F ·.sep FFP 

PROV> "''" NO. Of SFC UNITS uos TO TOTAL ADMIH .. SEP R!VENUE COLN VICTOR RESIDENTIAL 001911 s " "' "' 23.45% 61.261 .. 0 • 111.38 0 0 0 0 0 

VICTOR RESIDENTlAl 00198 to " "' 681 27.61% " 17'"6 188 s 93.48 17 574 9 026 ''" 1 JIB ""' "''' 
VICTOR RESIDENTIAL 00198 " "' 1 ' 25.88% "" 1122 330 • 3.40 1122 '" "' " "' "' 

, ... , 
"' no6' 

'" 11,596 '·"' "" 1,402 11,01" 7693 

mllem~b80IA1.11:l!I SB90FY971hruFv99\SS9099o~ 1 OOFINALlds 

~11;4$AM 
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Tracing of Disallowed and Disputed Costs 
SB 90 Audit 

Disallowed 
96-97 97-98 

05/10 24,848 14,046 
10/20 3,251 0 

. 05/60 16,720 43,724 
10/60 21 ;708 0 
10/85 
10195 
15145 
15/60 331,014 267,479 
15170 76,320 83,294 
Total 473,861 408,543 

AuditedSvcsTracking97·99.xls 
2/20/2003 11 :36 AM 

98-99 Total 

0 38,894. 
0 3,251 

15,779 76,223 
0 21,708 

408,839 1,007,332 
64,704 224,318 

489,322 1,371,726 

96-97 

0 
0 

16,720 
21,708 

331,014 
76,320 

445,762 

Disputed 
Revised Allowed 97-98 . 98-99 Total 96-97 97-98 98-99. Total 

0 0 0 0 0 0 0 0 0 0 0 0 o o 31,419 15,779 63,918 0 0 0 0 0 21,708 0 . 0 0 0 
21,708 0 0 21,708 
27,592 21,750 7,232 56,574 

7,000 5,850 0 12,856 267,479 408,839 1,007,332 331,014 267,479 408, 179 1,006,672 83,294 64,704 224,318 76,320 83,294 64,704 224,318 ·. 382,192 489,322 1,317,276 463,634 378,373 480,115 1,322,122 
. ·10,227 -30,170 ·9,207 -49,604 
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. Victor (Provider 4194) Units 1996-97 Corrected 
I I I I . I 

, •··· ... ·· .. ·. '4194 .· .. 11 , .. 1 12/1il96 7'12197 05 .60 12131/96 21 ' . 15. ·. ~ 4194 11 1 
4194 11 1 
4194 11 1 
4194 11 1 
4194 11 1 
4194 11 1 
4194 8 1 
4194 28 
4194 28 
4194 28 
4194 28 
4194 28 
4194 28 
4194 28 
4194 28 
4194 28 
4194 28 
4194 28 
4194 9 
4194 17 
41.94 17 
4194 22 
4194 . 22 
4194 22 
4194 28 
4194 19 
4194 1.9 
4194 19 
4194 4 
4194 4 
4194 4 
4194 13 1 

SB90Audit_ Victor.xlsl Victor_96-97 . 
2119/2003 2:15 PM 

12111196 7112197 05 
12111196 7112197 05 .. 
12111196 7112197 05 
12111/96 7/12197 05 
12111196 7/12197 05 
12111196 7/12197 05 

7/1193 7/12196 05 
8/14/96 8/15197 05 
8114/96 8/15/97 05 
8/14/96 8115/97 05 
8/14/96 8/15/9, 05 
8/14/96 8/15/97 05 
8/14196 8115/97 05 
8114/96 8/15/97 05 
8/14/96 8/15/97 05 
8/14/96 8/15/97 05 
8114/96 8/15197 05 
8/14/96 8115197 05 
7/1/93 7/17/96 05 

6/12/95 8119196 05 
6112195 8/19/96 05 
9/24/96 11/23/96 05 
9/24/96 11/23/96 05 
9/24/96 11/23/96 05 
1214196 1217/96 05 
1/19/96 9/25/96 05 
1119196 9/25/96 05 
1/19/96 9125196 05 
6/21196 9/3/96 05 
6/21196 9/3/9 6 05 
6/21/96 9/319 6 05 
9/25/96 512119 8 05 

60 . 1131/97 31 23 . 8 
60 2128197 . 28. 20 8 
60 3131/97 31 21 10 
60 4/30/97 30 22 . 8 
60 5/31/97 31 22. 9 
60 6/30/97 30 21 9 .· 
60 7n2195 11 . 9 2 
60 8/31/96 18 13 5 
60 9/30196 30 . 

21 9 
60 10/31196 31 23 8 60 11130/96 30 21 9 
60 12131196 31 22 9 
60 1/31/97 31 23 . 8 
60 2/28/97 28 20 .. 8 60 3/31/97 31 21 10 60 4/30/97 30 22 8 60 5/31/97 31 22 9 60 6/30/97 30 21 9 60 7/17/96 16 12 4 60 7/31/96 31 23 8 60 8/19/96 18 12 6 60 9/30/96 7 5 2 60 10/31/96 31 . 

. 23 a· 
60 11/23/96 22 16 6 60 1217/96 3 3 0 60 7/31/96 31 23 8 60 8/31/96 31 22 9 60 9/25/96 I . 24 17 7 60 7131/9 6 . 31 23 8 60 8/31196 31 22 9 60 913196 2 1 1 60 9/30/96 6 4 . 

2 

1 

' 
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4194 
-

-13 --- --

9125/96 1 
4194 13. 1 
4194 13 1 
4194 13 1 
4194 13 1 
4194 13 1 
4194 13 1 
4194 13 1 
4194 13 . 1 

SB90Audit_Victor.xls/ Victor_96-97 
2/19/2003 2:15 PM 

9/25/96 
9/25/96 
9/25/96 
9/25/96 
9/25/96 
9/25/96 
9/25/9!) 
9/25/96 

5/21198 -05 - 60 
. 5/21/98 05 60 
5121/98 05 60 
5121/98 05 60 
5/21/98 05 60 
S/21/98 05 60. 
S/21/98 OS 60 
5/21/98 05 60 
5121/98 05 60 -

10/31/96 311 
'11/30/96 30 21 9 12131/96 31 22 9 1/31/97 31 . 

. 23 g 
2/28/97 28 20 a 3/31/97 31 21 10 4/30/97. 30 . 22 8 5/31/97 31 22 9 6/30/97 30 . 21 9 Total 1091 783 308 1091 126.S 492 352 140 492 

2 
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ru."~ 
' ..... ~ ..... · .• : 1; ·. :·1 9224. 0 6/20/96 10/17/96 7/31/9605 6; ' . 31 .···. · 1.147 12 

12' 
12 
3 
3 
3 
3 
3· 
3 
3 
3 
3 

SEP 

Total Cost 25,958.0 
#Units 381 
$Per Unit 68.13 . 

SMA 1.86 
Mins/Day 36.63 
Use 37.00 . 

S6SOAuditS1Vinc_96-97.xls 
2/19/2003 2:17 PM 

1 
1 
1 

9224 0 6/20/96 
9224 0 6/20/96 
9224 0 6/20/96 
9224 0 10/1/96 
9224 0 10/1/96 
9224 0 10/1/96 
9224 0 10/1/96 
9224 0 10/1/96 
9224 0 1 p/1/96 
9224 0 1011/96 
9224 0 10/1/96 
9224 0 10/1/96 

10/17/96 8/31/96 05 60 31 1,147 10/17/96 9/30/96 05 60 30 1,110 ' 10/17/96 10/17/96 05 60 16 592 11/13/97 10/31/96 as· 60 31 1, 147 11/13/97 11/30/96 05 60 30 1,110 11/13/97 12131/96 05 60 31 1,147 11/13/97 1/31/97 05 60 31 1,147 11113/97 2/28/97 05 60 28 1,036 11/13/97 ' 3/31/97 05 60 31 1,147 11/13/97 4/30/97 05 60 30 1,110 11/13/97 5/31/97 05 . 60 31 1,147 11/13/97 6/30/97 05 60 30 1,110 
381 14,097 

108 3,996 

. 

. 
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Summary Edgewood Services 1996-.97 

/Original Mi
1
scoding ~nd Corre~ed C~ding I I ·----+-+---i---l----+---+-----1 

SBAudit_Edgewd_96-97 .xis/ Summary 
2119/2003 2:18 PM 
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Victor (Proviaer 4194) Units 1997-98 Corrected 

, 4194! oi ·11: ·-='"' 1:- 1211119a' 71imr 7112197!05 i60 T 111 

f===f rnH ::1r 11-= lf :liiU: 1~§1r:tl![i::-r1: = 1 =ru . - _, t===:··· -.ri94t"-·o;·-·--2at·----------·r·5714195r·-·57151971"" 7131197; 05·-:-eo--T-·Trr··-----··, ""' 

1----r ·. AJ9..4f. · .. o.r.· . ~~r: .... ·.·.·.-.·.·: .... :.::.· ~1~~19..~r··.··~n$!.S..i.L .. ::.~?j_~1.a.t.rn.s..::·.·.··..r~9_· .··.···_·J_·· J.1.I ... : .. :.· ...... ::-- . ;, 
' 4194, a; 16> ·' 5121/98: 1217/98! 5/31/98!05 !60 : 11! i 

r--' .. :Jl:1r::~~:m:::::::··~·~·······::~·=:~F::·~~~;:~r=!7i:;:::·······~~-~~~1~:·······1~~-:~~=F:···3~r·=~.:=:~;r ~: 
c=:·.· ... ·. §f.9.1.J.....3if. . .'.53.L"".':·:.:· :· ··2;::·: . .'.7.i?c.~/.9."!L..:·.:.s.?t~!~~r. . .-.:·· .. ~@)!.9..?l!i.'~'.'.'.'.' . .'T~·~· ............ ::· .. L ...... ~.~r.·.: . .-.:.:·:.:·.·.-.......... , 2 ~ I 

' 4194; Qi 13' 2! 7/25/97! 5/14/99! 9/30/97:05 !60 ; 30! l ""' 
:. •••••.•••••••••••••• ~ •• '' ••••••.•.• .!. •• ' •• ' ............... : ........... '' •••••• '" : ....................... ,.;. ............. ' .......... .j. ... .............. '"" .• : •••••••••.• , •• 1 ••••• ................. : ••. ••••• ..... : ................... ' ···-} 

:. ..119-.~L-- •. ~! ··--~!.~. __ .:.._ __ $ __ ,.zgs1en....~L.12!:lli~.-l~--·-.l" .. ~.1L-... ___ , -~ 

E=[·.·.·.·.:·.·.·.4U!J::·.·.·.·.·.· .. :~r·.·.·. :·J~l·.·::·.··· ... :·.·.~t.J~~~-R:·:·.·.·~!}~;-~t:.-J~·i!~t.i.~.t.::.J~l·······:::.L.:~·it.:··:: .. :.·.· .. : ;;: 
; 4194; a: 13! 2: 71251971 5/14/99: 1/31/98!05 i60 : 31! : 22 1 

§ ~~*r;iE·.:~fil . :::~.-.I~r..··. ::·:~.~·~:: ~I~:~:H~··.::.~r~~:.;r..·.·.· .. ~~;:.rn.~.·.:_:J;~:·.:.:::~:=f ~:..~~~-·:~·~·::·::·i ;~ 
41941 0! 13!. . 2i 7125/971 5/14/99! 4/30/98!05 !60 ! . 30! l ::· 

: : ]1~~[:~:][~ .. :·.· ... I~E==:.:: .. :fil~.: -~~::1[=~ .. ~~~¥~-~r··.-.~~-~~~~I~·~···· .. ]~[:·.::····.::E1~r~ .. ::=.::::--1 ~:: 
: 41_94' O• 13; 1' . 9/25/96! 5/21/98! 7/31/97;05 !60 i 31! ; -~ 

q imf ~ :11r : lF::!l~!!~!i~i'.=f.i! I Ii! :: ! ~ 1--__ r:·~ 41~4:· .. ···or·-·~r3;------7 012s19s! - 51211Bsi 11/30!91i 05 teo'"·--·r:-3ot----·--; ::: · 

S890Audtt_ Victor.xis/ Victor_97-9B 
212·012003 11 :41 Afll ' 

832 
Sp. td. I 11. I 405 
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Total Units 65 
Cost/Day 90 
SMA 1.92 
Mins/Day 46.875 
I Use 47 

S890AuditQuality_97-98.xls 
2/19/2003 2:16 PM 

11 8/28/97 8/31197105 160 
11 8/28/97 9/30/97105 160 
11 8/28/97 10/31/97105 160 

3055 
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Victor (Provider 4194) Units 1998-99 Corrected Summary by Client by Month f I - - -[ -- -- I- I I I I I Mo. Tot.1 

; 21' 1 4194; Qi 12/18/98! 9/10/99 12131/98! f-----o.i--""22[--·-----,r-4194r·--r---:=:..:11,::s1~9;::..s !~e:..:13'..:::o:.::,9;;9,~1:::,3:.:1:..:19~s,;-: 1,__·+: -1~8+---+;+--,s""o+--. ..,1"'8-r--.:-::3:71 t-----;';;' 
'"-'--~t··--22r··· ·1t-·-4194r----:r--1/5199! 5130199! 2125199;1 : 17 45 17 28 

t· ·--221·· --··-1t"'"4194(''''1j'"f/'5799f 6/30/99t 313~' 22 45 22 31 
1-----~, -··22'·--··1r·-41941·---T-·175/99; 6/30/991-4fii71rn:1 : 45 o 30 30 
---<;---·22r-·--~··1t--·4194j -----·r·----11slwf 6130199l·-5731,00:1- : 9 9 31 22 .. 

:·-2z-····-··--1r~-4;·94;---·1T"''175799!'6i36799 6130'99!1:- : 17 30 . 45 17 30 · 13 
---:--··1t----·---·---r~;r1s4(-1r-· 8rt/98i e/30199 5131195:1 : 11 · so 11 26 15 

:·-1ar·-----·-----r~·4194!-----·--:rr·-sn198! 6/30199 · 9/30/98!1 : 20 45 · 20 30 10 
,---i'iir···-···-·r-·4-:r9.r·---1i·-·an195; 6t3ot99 10/31/98!1 . : 21 . 21 31 10 

f-----':·----rar·····-·t-·4;94t--·-fr---ai719a! s13o199l 111301s8)1 1 11 45 11 30 13 
f--__ c::::i~I=:::::~.::-r-:33!{C::=Jr:::::1n19~ -6i':foiiit..st31798\T-:::i . 14 14 31 11 
.__ __ ; ____ 1~L .... : ... !~ .. !!?~L .... Jl .... ,,!!t?~~~~ts9j 1131/99:1___ l 11 45 11 31 20 

; 18! . · 1 4194[ 1i 8rt/98i 6/30/99 2/28/99!1 ! 16 45 16 28 12 
1----. :·=:::r@r::::::::::I::·41_s4t::=n::::.:::~19~{;130199 _313~ ! 21 45 21 31 10 
1-----.' ..... .,1~L •.. _ ... J ..... 4.l~~~.;.-L ... 8rt~~/99 4/30/9911 : 15 15 30 15 

; 18! ! 4194: 1l . Srt/98! 6/30/99 5/31/99!1 i. 19 19 31 12 
1----...;, ...... iBj'"""""""·T-'4194;''"""1)"'" 5f7/s5i.,_;;s:,:;13~01~e019,'-···"'s"'°13e-;o:.,;19""e;..;;1--+-: --'1,;7+--+--4""5+---'1'=7+-.--:3-0-ot---_;1~3 

•'"''''•-'"•'"'.'''';'""W"'•'•'•W·"<•'•'•W•'•rW· .......... -• ......... ,..,..... .... _,,,....,~......,.,.......,-_... ... .,.,..,,_,, '.,.,,,,_.._,,.,.,,,.,........,_,...,, 
: 13; ' 4194! 1! 11/12/98! 6/30/99 11/30/98!1 : 10 60 10 19 . 9 

f-----~"'"'"'~"'~'*"'""'~•'•""•' ... ""'•'•}..,.,.....,•~-·,........,,,.,,,.,.:.._.,,.,_,,_,..,,.,,,.<.,._,_.,wNW<'..,.,.,,,.,,._,,:w,...,__ 

• 

>----~ ...... !.~L ..... ., ... L .... 4.1.9~4-L_. •. JL1.!'.1.~~~ .. ~ 12@y9s:i__ .... : 14 14 31 11 
. 13i i 4194! 1! 11/12/98! 6/30/99 1/31/99!1. j 18 45 18 31 13 

'----,···--r:;r--···--.. ----.. ·;---.. 4T941"""""t·117'i'2/sste736799 212819s:1~, 11 45 11 · 2s 11 

f------'w.·,,·,~·-•~·..:·; . .,..•,"''''''••''·•··~4"·'""''~----,._.,,~.,...,,_.,..,.,,._...,....,_,"~•---...........,,._~,, ~-., ..... .,.,,.....,-+-~--t-.:.:..i~-=t---'3---:.::1 

. 13\ . ! 4194! 1' 11/12/98! 6/30/99. 3/31/99'.1 j 22 22 31 9 
f-----< ..... 131-··-.. ·:···4194r·-·r·H1121081- 5130/99t-·47307991z--, 15 45 15 3o 15 

1------C ............................... t ................... , ......... -.,., ............ _ ... _,--1.,,,_,~~---·;---;::,r--r--'-"+--~t---:::7t---:-= 
i----' ....... 1!L ......... J ... ~.1 .. ~!.L ...... l;.11L1219~l-6ll'?!99j 51~11ee:1 _: 19 19 31 12 

: . 13! . ; 4194\ 1! 11/12/98l 6/30/99· 6/30/99!1 17 17 30 13 
1-----, "if ..... "'f"'"'"4i'94T··--·r·-·7ti/98: 121719t7/31798T1""' 20 . 45 2 

; '''"'·•'"'"""••'"·'""'•"••t·w-••'"'""""."·"·""""•M"""''-~---~" 
0 31 11 

.__ __ t .... F~ ...... J .. ~ .. 11.~~L--~L ...... ?!1!2~ .. J,~~- a131198i1 · 13 13 31 18. 
: ....... ~?1-........... J .... __ ~_:L!!~L .... 1; 7t1f9 .. ~.L.:!217t981.1f30l91!•1. 20 45 20 30 10 B ; ..... n~ ............... ..L ..... J.!~~L--)J_7.t:f..!~L.1~~a 10~ 21 45 21 31 10 
.. EL ......... ) .. i!~1L ....... ...1L ... l'..:1!.~11(7!9s! 11130198!1 • 17. 11 30 13 
.. ~l?[ ................... ( ....... 1t9:1L .. JL20.~L...E[7'9ai 1217195:1 · · s 4s s s 1 

i 15! 2; 4194\ 1! 7/1/98! 5/14/99l 7/31/98j1 . 19 75 19 31 12 SB90Audi!_Victor .xis/ Victor_98-99_Sum 2/20/2003 11 :32 AM 
1 
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pec1a1 ·ri::d. 

SB90Audit_ Victor.xis/ Victor_ss-s·s_sum 
2/20/2003 11 :32 AM 

2 

?11 

171 

681 1231 

188 31, 

I ~1 
. -· 

- . 

I '.-ln1 
-

--· 

1275 

330, 

31 

-DI 30 
?1 31 
171 30 13 .. 
141 . 31 17 
~ 13 r :;1 13 
17 28 11 
22 31 9 
10 30 15 
10 13 3 

681 1231 550 

·188 317 1291 

-
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MENTAL HEAL TH SERVICES 
!FAS ORGANIZATIONAL NUMBERING SCHEME 
(File: ifas code~fas org.xls #10) 
10.29.99 

• 
ORGANIZATION NAME 

Mental Health Services 

Pl'O!lram Office 
Program Office - General 
Program Office - Residency 

Access 
Access 
Primary Care Interface 

Youth Services 
Youth Services -Administration 
Youth Services - North County 
Central County Administration 
Youth Services - Central/South County 
Youth Services - Case. Mngt 
Youth Services - Coastside 
Youth Services - Hillcrest 
Youth Services· MHIHSA 
Youth Services - Palos Verdes Special Ed 
Youth Services - Therapeutic Day School 
Youth Services - Healthy Steps (Pre to Three) 
Youth Services - Wraparound Pilot 

Adult Services 
Adult Services - Administration 
North County Administration 
Adult Services - North County 
Adult Services - Central County 
South County Admin 
Adult Services - South County 
Adult Services - Conservatorship 
Adult Services - East Palo Alto 
Adult Services - Dual Diagnosis · 

Forensics 
Forensics - General 
Forensics - CTC 
Mentally Ill Offender 

Older Adult Services 
Elder Mental Health Outreach 
Geropsychiatric Day Treat 

FMS 
ORG.#(Old) 

5800 

New 
5810 
5870 

. 

New 
5877 
New 

New 
New 
5823 

5830,5831 
5833 
5871 
New 
5855 
5844 
5875 

. 5865 
New 
New 

New 
New 

5820, 5821 
5822 
5832 

5840, 5841 
5842 

. 5860 
5843 
New 

New 
5850 
New 
New 

New 
5848 
5827 

3F -; 

V/ 
IF AS 

DEPT.# DIV.# SECT. i 

61000 

61000 61100 
61000 61100 61101 
61000 61100 61102 

61000 61200 
61000 61200 61201 
61000 61200 61202 

61000 61300 
61000 61300 61301 
61000 61300 61302 
61000 61300 61303 
61000 61300 61304 
61000 61300 61305 
61000 61300 61306 
61000 61300 61307 
61000 61300 61308 
61000 61300 61309 
61000 61300 61310. 
61000 61300 61311 
61000 61300 61312 New 99/00 

61000 61400 
61000 61400 61401 
61000 61400 61402 
61000 61400 61403 
61000 61400 61404 
61000 61400 61405 
61000 61400 61406 
61000 61400 61407 
61000 61400 61408 
61000 61400 61409 

61000 61500 
61000 61500 61501 
61000 61500 61502 
61000 61500 61503 N ew99/00 

61000 61600 
61000 61600 61601 
61000 61600 61602 

·-
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xcellmhemy\Glacctnos 
DESCRIPTION 

ADVERTISING & PUBLICITY EXP 
ALARM/SURVEILLANCE EQPT MAINT 
AMBULANCE 
BOOKS, MANUALS, LITERATURE 
CASH ADVANCE 
CLIENT TRANSP CHG(W EMPLOYEE) 
CLIENT TRANSP EXP 
COMMISSION AND BOARD EXP 
CONTRACT CUSTODIAL SVCS/JANITORIAL 
CONTRACT OFFICE SUPPORT(KELL Y) 
COUNTY MEMBERSHIP 
DRUGS AND PHARMACEUTICALS 
EMPLOYEE MILEAGE REIMB 
FREIGHT &DELIVERY SVC 
GEN OFFICE SUPP 
LAB CHARGES 
LOCKS AND SECURITY SYSTEM EXP 
MEALS 
MEDICAUDENTAL SUPPLY 
MEETING AND CONFERENCE 
MISC GROCERIES 
MISC MAINT(FLOORING,CARPET,BLDG MAINT 
MOVING AND RELOCATION EXP 
OFFICE EQUIP RENTAL (USE THIS FOR FAX) 
OFFICE FURNITURE & EQUIP LESS THAN $500 
OFFICE FURNITURE & EQUIP MORE THAN $500 
OFFICE WATER EXPENSE 
OTHER GEN OFC EQUIP MAINTENANCE 
OTHER OFFICE EXPENSE 
OTHER PROF SVCS(DESIGN CHG.QUERY) 
OTHER SPEC DEPT EXP(MAJOR JOB) 
OUTSIDE PRINTING & COPY SVC(SIR SPEEDY) 
PC/LAN SOFTWARE 
PLEIONllMPROVEMENT 
POSTAGE AND MAILING 
PROF GROUPS & ASSOCIATION 
PROGRAM ACTIVITIES EXPENSE 
PROPRIETARY SOFTWARE PURCHASE 
RECREATION AND PERSONAL SVCS 
REFUND PRIOR(MISISSA)TO JE TO PROPER REV 
REGISTRATION/FILING FEES/DR LICENSES 
SOFTWARE LICENSE 
SUBSCRIPTION AND PERIODICALS 
SVC AND EMPLOYEE RECOGNITION 
TELEPHONE 
THERAPY SUPP(DMV PRINT-OUT) 
TRAINING AND EDUCATION MAT/SUPPLIES 
VIDEOS 
WINDOWS/GLASS/BLINDS 
WITNESS/INTERPRETER'S FEE 

~ ~ -1:1<.?e'\.\••;es 

3128100 
ACCT# 

5343 
5421 
6153 
5194 

ORG/0360 
5716 
6122 USE ORG OF CLINICS 3/00 
5723 
5483 
5814 
5331 
5172 
5714 
5711 
5193 
5826 
5442 
5148 
5165 
5721 
5147 
5455 
5951 
5511 USE AC#5196-FY00/01 PER A l'f-O<;i. C.D1' 1 _.,,.$ 
5234 
5236 
5198 
5426 
5199 
5876 
5969 
5191 
5213 
67~1 

5197 
5332 
5927 
5214 
6233 
5184 
5955 
5215 
5195 
5953 
5641 
5168 
5733 
5937 
5436 
5323 

512~ 
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CSI DA TA DI~TIONARY 

S-06.0 SERVICE FUNCTION 

PURPOSE: 

Identifies the specific type of service received by the client within 24 Hour, Day, andior Outpatient mode 
of service. 

FIELD DESCRIPTION: 

Type: 
Byte(s): 
Format: 
Required On: 
Source: 

VALID CODES: 

Character 
2 

_xx 
All Service Records 
Local Mental Health 

24 Hour Services/Mode 05 Outpatient Services/Mode 15 

10-18 
19 

20-29 
30-34 

35 
36-39 
40-49 
50-59 
60-64 
65-79 
80-84 
85-89 
90-94 

= Hospital Inpatient 
= Hospital Administrative Day 
= Psychianic Health Facility (PHF) 
= SNF Intensive 
= !MD Basic (no Patch) 
= !MD With Patch 
= Adult Crisis Residential 
= Jail Inpatient 
= Residential, Other 
= Adult Residential 
= Semi-Supervised Living 
= Independent Living 
= Psychosocial Rehab Center 

pav Services/Mode I 0 

20-24 = Crisis Stabilization • Emergency Room 
25-29 = Crisis Stabilization - Urgent Care 
30-39 = Vocational Services 
40-4 9 = Socialization 
60-69 = SNF Augmentation 
81-84 = Day Treatment Intensive - Half Day 
85-89 = Day Treatment Intensive • Full Day 
91-94 = Day Rehabilitation - Half Day 
95-99 = Day Rehabilitation - Full Day 

01-09 
10-18 

19 
30-38 

39 
40-48 

49 
50-58 

59 
60-68 

69 

<F-h 

= Case Management, Brokerage 
= Collateral 
= Professional Illpatient Visit - Collateral 
= Mental Health Services (MHS) 
= Professional Inpatient Visit· MHS 
= Mental Health Services (MHS) 
= Professional Inpatient Visit • MHS 
= Mental Health Services (MHS) 
= Professional Inpatient Visit - MHS 

Medication Support 
= Professional Inpatient Visit - Medication 

Support 
= Crisis Intervention 

The coding scheme follows the County Cost Report definitions. 

April 1998 3/7 S-06.0 
Page 1 of4 
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CSI DATA DICTIONARY 

DEFINITIONS: 

24 Hour Services/Mode 05 

Hospital Inpatient 
(10-18) 

Hospital Administrative Day 
(19) ' 

Psychiatric Health Facility (PHF) 
(20-29) 

SNF Intensive 
. (30-34) 

IMD 
(Institute for Mental Disease) 

Basic (35) 

With Patch (36-39) 

Adult Crisis Residential 
(40-49) 

Jail Inpatient 
(50-59) 

Residential, Other 
(60-64) 

Adult Residential 
(65-79) 

Semi-Supervised Living 
(80-84) 

Independent Living 
(85-89) 

April 1998 

Services provided in an acute psychiatric hospital or a distinct acute 
psychiatric part of a general hospital that is approved by the 
Department of Health Services to provide psychiatric services. 

Local Hospital Administrative Days are those days that a patient's stay 
in the hospital is beyond the need for acute care and there is a lack of 
nursing facility beds. 

Psychiatric Health Facility Services are therapeutic and/or 
rehabilitation services provided in a non-hospital 24 hour inpatient 
setting, on either a volw!tary or involuntary basis. Must be licensed as 
a Psychiatric Health Facility by the Department of Mental Health. 

A licensed skilled nursing facility which is funded and staffed to 
provide intensive psychiatric care . 

For this service function an !MD is a SNF where more than 50% of the 
patients are diagnosed with a mental disorder. The federal government 
has designated these facilities as IMDs. 

No Patch. 

Organized therapeutic activities which augmenf and are integrated into 
an existing skilled nursing facility. 

Therapeutic or rehabilitative services provided in a non-institutional 
residential setting which provides a structured program as an 
alternative to hospitalization for persons experiencing an acute 
psychiatric episode or crisis who do not present medical complications 
requiring nursing- care. 

A distinct unit within an adult or juvenile detention facility which is 
staffed to provide intensive psychiatric treatment of inmates. 

This service function includes children's residential programs, former 
SB 155 programs, former Community Care Facility (CCF) 
augmentation, and other residential programs that are not Medi-Cal 
certified or defmed elsewhere. 

Rehabilitative services, provided in a non-institutional, residential 
setting, which provide a therapeutic community including a range of 
activities and services for persons who would be at risk of 
hospitalization or other institutional placement if they were not in the 
residential treatment program. 

A program of structured living arrangements for persons who do not 
need intensive support but who, without some support and structure, 
may return to a condition requiring hospitalization. This program may 
be a transition to independent living. 

This program is for persons who need minimwn support in order to 
live in the community. 

S-06.0 
Page2 of4 
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CSI DATA DICTIONARY 

24 Hour Seryjces/Mode 05 fcontjnuedl 

Psychosocial Rehab Center This is a 24 hour program which provides intensive support and 
(90-94) rehabilitation services designed to assist persons 18 years or older, with 

mental disorders who would have been placed in a state hospital or 
another mental health facility to develop the skills to become self
sufficient and capable of increasing levels of independent functioning. 

Day Seryjces/Mode l 0 

Crisis Stabilization - Emergency 
Room 
(20-24) 

Crisis Stabilization - Urgent Care 
. (25-29) 

Vocational Services 
(30-39) 

Socialization 
(40-49) 

SNF Augmentation 
(60-69) 

Day Treatment Intensive 
Half Day (81-84) 
Full Day(85-89) 

Day Rehabilitation 
Half Day (91-94) 
Full Day (95-99) 

Ou14Jatient Services/Mode 15 

Case Management, Brokerage 
(01-09) 

Collateral 
(10-18) 

Mental Health Services (MHS) 
(30-38, 40-48, 50-58) 

April 1998 

This is an immediate face-to-face response lasting less than 24 hours, 
to or on behalf of a client exhibiting acute psychiatric symptoms, 
provided in a 24 hour health facility or hospital based outpatient 
program .. Service activities are provided as a package and include but 
are1i'ot limited to Crisis Intervention, Assessment, Evaluation, 
Collaterai Medication Support Services, and Therapy. 

This is an immediate face-to-face response lasting less than 24 hours, 
to or oh behalf of a client exhibiting acute psychiatric symptoms, 
provided at a certified Mental Health Rehabilitation provider site. 
Service activities are provided as a package and include but are not 
limited to Crisis Intervention, Assessment, Evaluation, Collateral, 
Medication Support Services, and Therapy. 

Services designed to encourage and facilitate individual motivation and 
focus upon realistic and attainable vocational goals. To the extent 
possible, the intent is to maximize individual client involvement in 
skill seeking and skill enhancement, with an ultimate goal of self 
support. 

Services designed to provide activities for persons who require 
structured support and the opportunity to develop the skills necessary 
to move toward more independent functioning. 

Organized therapeutic activities which augment and are integrated into 
an existing skilled nursing facility. 

Day Treatment Intensive service provides an organized and structured 
multi-disciplinary treatment program as an alternative to 
hospitalization, to avoid placement in a more restrictive setting, or to 
ljlaintain the client in a community setting. 

Day Rehabilitation service provides evaluation and therapy to maintain 
or restore personal independence and functioning consistent with 
requirements for learning and development. 

Case Management/Brokerage services are activities .that assist a client 
to access medical, educational, social, prevocational, vocational, 
rehabilitative, or other needed community services. ~-

. l 
Mental Health Services are interventions designed to provide the 
maximum reduction of mental disability and restoration or 
maintenance of functioning consistent with the requirements for 
learning, development, independent living, and enhanced self
sufficiency. 

.s/7 S-06.0 
Page 3 of 4 
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CSIDATA DICTIONARY 

Outpatient Services/Mode 15 (continued) 

Professional Inpatient Visit -
Collateral or MHS 
' (19, 39, 49, 59) 

Medication Support 
(60-68) 

Professional inP,atient Visit -
Medication Support 
(69) 

Crisis Intervention 
(70-79) 

These services are the same as Mental Health Services except the 
services are provided in a non-SD/MC inpatient setting by professional 
staff. 

Medication support services include prescnbing, administering, 
dispensing, and monitoring of psychiatric medication or biologicals 
necessary to alleviate the symptoms of mental illness. 

These services are the same as Medication Support except the services 
are provided in a non-SD/MC inpatient setting by professional staff. 

Crisis Intervention is a service, lasting less than 24 hours, to on behalf 
of a client for a condition which requires more timely response than a 
re~ly scheduled visit. Service activities may include but are not 
limited to assessment, collateral and therapy . 

. For more details on these definitions, see the California Code of Regulations, Title 9, Chapter 11 and the 
County Cost Report documentation. 

USER/USAGE INFORMATION: 

This data element is needed for detailed identification of the types of services being given as well as for 
linking to cost reports. 

April 1998 1,,/7 
S-06.0 

Page 4 of4 
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csi DATA DICTIONARY 

S-07.0 UNITS OF SERVICE 

PURPOSE: 

Identifies the quantity of services provided. 

COMMENTS: 

Must be numeric. 

FIELD DESCRIPTION: 

Type: 
Byte(s): 
Fonnat: 

Required On: 
Source: 

Numeric 
2 

xx 
_Right justify, zero fill 
~All Service Records 
Local Mental Health 

TYPE OF SERVICE ! UNIT OF SERVICE MEASUREMENT 
24-Hour mode of service ! Day 
Day mode of service except j 

for Crisis Stabilization ! 
·-crisi:S-siiiiJii'iiitiai1·-·-.................. n~-3;;r;;cc;iln:eilce·c,yihe-eveiii ... - .................... . 
... oii!Piitieii.'i'ili'Cidti'!if'5eiVice ...... TEiicii.'CHefii"<ir"si'ip])Oii'iiiirsoii .. i:'Olitiict .... - ..... . 
···-···-··-···-······--····-·-·-.. ·······················""····-······-·········-·--··-·····-····--·················-··-···············-· 

Units of service must be greater than zero if the mode. of service is 24 Hour or Day. 

3 ;:: 7 

Units of service must be zero filled if the mode of service is Outpatient and there is no contact with a client 
or support person. 

VALID CODES: 

00 = Outpatient Sef\\ices (Mode 15) whenever there is no contact with a client or support 

O l through 31 
person 
24 Hour Services (Mode 05); must be appropriate for the length during the month 
including a leap year 

For Day Treatment Intensive and Day Rehabilitation, units of service must equal units of time. All other 
services must be numeric and greater than zero. 

Defmitions and the counting of units of service will be consistent with the California Code of Regulations, 
Title 9, Chapter 11 and the County Cost Report documentation. 

USER/USAGE INFORMATION: 

This data element is needed to capture statistics on the amount of services provided to each client. This 
will also be used to calculate units of service by diagnosis, age, etc. 

April 1998 1/7 S-07.0 
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1-1-1_/_18_/_4_7 ___ 1?: _33 ___ o_. M_. H. ADM IN SERVICES l ;-,.,v/ ,1 pr. NO. 015 :;108 

. . ..i L .:i. .J,.._ 

A. 

, 

SERVICE FUNCTION 

24-HOUR SERVICES 

Hospital Inpatient 

Hospital Admlnistrativa Dav 

FISCAL VEAR 1996·97 

SHORT ·DOVLE/MEDl-CAL 

MAXIMUM REIMBURSEMENT RATES 

July 1. 1996 through June 30, 1 997 

MODE OF SERVICE 

SERVICE FUNCTION 

CODE CODE 

06: 

TIME 
BASE 

, O· 18 Client Day 

19 Client Dav 

Psychiatric Health Facility (PHF) 
20-29 Client Day 

Adult Crisis Residential 
40-49 Client Dav 

Adult Residential 
65-79 Client DllV 

-------------------------· 
______ .. -... ------- ----------

8. DAY SERVICES 
10: 

Crisis Stabilization 

Emergency Room 
20-24 Client Hour 

Urgent Care 
25·29 Client Hour 

Day Treatment Intensive 

Half Day 
81-84 Client 112 Dav 

Full Dev 
86-89 Client Full Day 

o •v R11habilitation 

Helf Dav 
91-94 Client 112 Day 

Full Day 
95.99 Client Full Dey 

------------------------- ------· --- .. ----- ----------
C. OUTPATIENT SERVICES 16: 

Case Management, Brokerage 01-09 Staff Minute 

Mental Health Services 
10·19 
30-69 Staff Minute 

Medic•tlon Support 
60-69 Staff Minute 

Crisis Intervention 
70-79 Staff Minute 

ENCLOSURE A 

SHORT·DOYlE/ 

MEDl·CAL 

MAXIMUM 

ALLOWANCE 

$692.46 

$214.90 

$387.35 

$21 B.42 

$, 06.53 

--------------

$67 .81 

$67 .81 

$103.36 

$~46.ife .:l' 

$60.30 
$94.12 

i-.------------

$ 1 .46 JL 

$1.~ ..?L . 

$3.46 

$2.79 
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j 

rl 
' l 

I 
I 
I 

l 
( I 

~ .. 

A. 

' 
SERVICE FUNCTION 

24-HOUR SERVICES 

Hospital Inpatient 

Hospital Administrative Day 

FISCAL YEAR 1997-98 

SHORT-DOYLE/MEDI-CAL 
MAXIMUM REIMBURSEMENT RA TES 

July 1, 1997 through June 30, 1998 

MODE OF SERVICE 

SERVICE FUNCTION 

CODE CODE 

05: 

TIME 
SASE 

10-18 Client Day 

19 Client Day 

Psychiatric Health Facility {PHFl 20-29 Client Day 

Adult Crisis Residential 40-49 Client Day 

Adult Residential 65-79 Client Day 

-----------------------------------· ------- ---------
B. DAY SERVICES 10: 

Crisis Stabilization 

Emergency Room 20-24 Client Hour 

Urgent Care 25-29 Client Hour 

Day Treatment Intensive 

Half Day 81-84 Client 1 /2 Day 

Full Day 85-89 Client Full Day 

Day Rehabilitation 

Half Day 91-94 Client 1 /2 Day 

Full Day 95-99 Client Full Day 

ATTACHMENT B 

h 3lf4-

' "/ '-/"' 

SHORT-DOYLE/ 
MEDI-CAL 
MAXIMUM 

ALLOWANCE 

$707.85 

$214.90 

$400.13 

$225.63 

$110.04 

1--------------

$70.05 

$70.05 

$106.78 

$14S,9t 3' 

$62.29 
$97.22 

________ .. ----------1--------------
-------------------~-----· 

______ .. 

c. OUTPATIENT SERVICES 15: 

Case Management, Brokerage 01-09 Staff Minute 
I .J L 3 $1.50. 

Mental Health Services 10-19 3 
30-59 Staff Minute $1.9tl JL. 

Medication Support 60-89 Staff Minute $3.57 

Crisis Intervention 70-79 Staff Minute $2.88 
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•, 
FISCAL YEAR 1998-99 

SHORT-DOYLE/MEDI-CAL 
MAXIMUM REIMBURSEMENT RATES 

July 1, 1998 through June 30, 1999 

' MODE OF SERVICE 
SERVICE FUNCTION TIME 

CODE CODE BASE 

SERVICE FUNCTION 
• 

A. 24-HOUR SERVICES 05: 

Hospital Inpatient 10-18 Client Day 

Hospital Administrative Day 19 Client Day 

Psychiatric Health Facility (PHF) 20-29 Client Day 

Adult Crisis Residential 40-49 Client Day 

Adult Residential 65-79 Client Day 
,___ ___ ,. _____________ 

------------·----
B. DAY SERVICES 10: 

Crisis Stabilization 

Emergency Room 20-24 Client Hour 

Urgent Care 25-29 Client Hour 

Day Treatment Intensive 

Half Day 81-84 Client 112 Day 
Full Day 85-89 Client Full Day 

Day Rehabilitation 
Half Day 91-94 Client 112 Day 
Full Day 95-99 Client Full Day --- -----

C. OUTPATIENT SERVICES 15: 

Case Management, Brokerage 01-09 Staff Minute 

Mental Health Services 10-19 
30-59 Staff Minute 

Medication Support 60-89 Staff Minute 

Crisis Intervention 70-79 Staff Minute 

ENCLOSURE A 

SHORT-DOYLE/ 
MEDI-CAL 
MAXIMUM 

ALLOWANCE 

$724.16 

$214.90 

$414.13 

$233.53 

$113.89 

----

$72.50 

$72.50 

$110.51 

$155.22 

$64.47 
$100.63 

--
$1.55 

$1.99 

$3.70 

$2.98 
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This notice is for children 
and young people who 
qualify for Medi-Cal EPSDT 
services because they are 
under 21. This notice is also 
for caregivers or guardians 
of children and young people 
who qualify for EPSDT. 

What are Early and Periodic Screening, 
Diagnosis and Treatment fEPSDTl 
services? 

EPSDT services are extra Medi-Cal 
services. You can get them in addition to 
other Medi-Cal services. You must be 
under age 21 and have full scope Medi
Cal to get these services. EPSDT services 
correct or improve medical problems that 
your doctor or other health care provider 
finds, even if the health problem will not go 
away entire! y. 

How can I get EPSDT services for my 
child or, if I am under age 21, for myself? 

Ask your doctor or clinic about EPSDT 
services. You may get these services if you 
and your doctor, or other health care 
provider, clinic (such as Child Health and 
Disability Prevention Program [CHDP]) or 
county mental health department agree that 
you need them. 

What are EPSDT mental health 
services? 

EPSDT mental health services are Medi-Cal 
services that correct or improve mental 
health problems. These problems may be 
sadness, nervousness, or anger that makes 
your life difficult. 

Some of the services you can get from your 
county mental health department are: 
• Individual therapy 
• Group therapy 
• Family therapy 
• Crisis counseling 
• Case management 
• Special day programs 
• Medication for your mental health 
• EPSDT mental health services to treat 

alcohol and drug problems you may 
have that affect your mental health. 

You can also ask for counseling and therapy 
as often as once per week or more if you 
think you need it. You may be able to get 
these services in your home or in the 
community. 

In most cases, your county mental health 
department, you, and your doctor or 
provider will decide if the services you ask 
for are medically necessary. County mental 
health departments must approve your 
EPSDT services. Every county mental 
health department has a toll-free phone 
number that you can call for more 

information and to ask for EPSDT mental 
health services. 

What are EPSDT Therapeutic Behavior 
Services (TBS)? 

Therapeutic Behavioral Services (TBS) is a 
new EPSDT mental health service. TBS 
helps children and young people who: 

• Have severe emotional problems 
• Live in a mental health placement or are 

at risk of placement, or 
• Have been hospitalized recently for 

mental health problems. 

If you get other mental health services and 
still feel very sad, nervous, or angry, you 
may be able to have a trained mental health 
coach help you. This person could help you 
when you have problems that might cause 
you to get mad, upset or sad. This person 
would come to your home, group home or 
go with you on trips and activities in the 
community. 

Your county mental health department can 
tell you how to ask for an assessment to see 
if you need mental health services including 
TBS. 

Who can I talk to about EPSDT mental 
health services? 
You can talk to your doctor, psychologist, 
counselor or social worker about EPSDT 
mental health services. For children and 
young people in a group home or residential 
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facility, you can talk to the staff about 
getting additional EPSDT services. 

For children in foster care, you can also ask 
the child's court-appointed attorney. You 
can also call your county mental health 
department directly. (Look in your phone 
book for the toll-free telephone number, or 
call the State mental health ombudsman.) 

What if I don't get the services I want 
from my connty mental health 
department? 

You can file a grievance with the county 
mental health department if the county 
mental health department denies the EPSDT 
services requested by your doctor or 
provider. You may also file a grievance if 
you think you need mental health services 
and your provider or county mental health 
department does not agree. Call the county 
mental health department's toll free number 
to talk to a grievance coordinator for 
information and help. You may also call the 
county patient's rights advocate, or the State 
Mental Health Ombudsman Office. 

You can ask for a State hearing at the same 
time. Call 1-800-952-5253, send a fax to 
916-229-4110, or write to the Department of 
Social Services/State Hearings Division, 
P.O. Box 944243, Mail Station 19-37, 
Sacramento CA 94244-2430. You must ask 
for a hearing within 90 days after you learn 
that your request for services was denied. 
Protection & Advocacy, Inc. is also 

available to assist with complaints, appeals, 
and grievances. 

Who can I call for more information? 
For more information please contact the 
following offices at the telephone numbers 
below. 

County Mental Health Look in your 
Department toll-free access local phone 
number book 
Department of Mental 1-800-896-4042 
Health Ombudsman Office 
Child Health and Disability Look in your 
Prevention (CHDP) local phone 
Program located in your book. 
county or city health 
deoartment. 
Protection & Advocacy, 1-800-776-5746 
Inc. orwww.pai-

ca.org 

@ . 
' . 

Governor Gray Davis 
Grantland Johnson, Secretary 

Health and Human Services Agency 
Diana Banta', Director 

Department of Health Services 
May 2001 

Medi-Cal Services 
for Children and 
Young People: 

Early and 
Periodic 
Screening, 
Diagnostic 
and 
Treatment 

Mental Health Services 
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... ALYS. f~· REVFNlll= os::::rcn1en , .. , ... ,, .... _. __ 

IAL Ht:A, ".;t;:; UIVll;IUN 
L YSIS ' ~EVENUE RECEIVED IN FY 96/97 
~IJGH "y 06/30/97 
c1AREV97.xlw 
2-Jul-97 

11/1741 - EPSDT STATE ALLOCATION 
DATE REF NO. 

12/27/961 DP32366 
06/30/97 JE 35001 

DESCRIPTION 

EPSDT 
Revenue Accrual 
TOTAL 

•01/1765 - STATE AIDS CONTRACT 
EFDATE REF NO. DESCRIPTION 

08107196 DP24231 Contract #95-75180 
09125196 DP27019 Contract #95-75160 
03/05197 JE27399 Reclass from 61101- 1766 
04/18/97 DP39265 Thru 12/96 
06/30/97 JR 34484 Revenue Accrual 

TOTAL 

61309/1871 - SMC BOARD OF EDUCATION ·AB 599 
· REFDATE REF NO. DESCRIPTION 

07101196 JE17535 Reverse Accrual 16711 
09123196 DP26724 SMC Schools - payment 
03114197 DP36834 SMC 7196 • 8196 
~6130197 JE 34464 Revenue Accrual 

TOTAL 

6130111955 - CHILDREN SYSTEM OF CARE • MARTY'S 
REF DATE I REF NO. I DESCRIPTION 

071011961 JE 17535 
05!01197 JE 30454 

Revenue accrual- 16711 
Reclass to 61308-1955 
TOTAL 

-

FY93/94 I FY 94/95 I 

o.oo I o.oo H 

FY93/94 FY94/95 

0.00 0.00 

FY93/94 FY94/95 

0.00 o.oo 

FY 93/94 I FY94/95 

o.oo 1 o.oo II 

I ~ ( 9.>. </d 

I 'I ?'-'1 

FY95/96 I F.Y96/97 
262,138.00 

61,576.00 
417,424.00 

o.oo II 741,138.00 

FY95/96 FY96197 
60,000.00 

13,739.47 
6,000.00 

(19,739.00) 
26,496.79 
33,503.21 

0.47 so,000.00 11 

FY 95/96 FY96/97 
133,824.00 

(31,850.00) 
31,850.00 4,055.45 

23,602.87 
32,352.00 

o.oo 60,010.32-11 

FY95196 FY96197 

(22,324.00) 
22,324.00 

0.00 o.oo 11 

Jtl~J.... 

I TOTAL REVENUE 

• •.,.· 

/ 7f/ 
61,576.00 

417,424.00 
JI' S'h- 479,000.00 

TOTAL REVENUE 

13,739.47 
6,000.00 

(19, 739.00) 
26,496.79 
33,503.21 
60,000.47 

TOTAL REVENUE 

0.00 
(31,850.00) 
35,905.45 
23,602.87 
32,352.00 
60,010.32 

TOTAL REVENUE 

(22,324.00 
22.324.00 

0.00 

" J 

~r" 

"" "'-

""" -I 

~JAlloic 
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!TAL HE/ I SERVICES DIVISION 
~L YSI\_ • REVENUE RECEIVED IN FY 97/98 3 r' }_,\.-

j1/1741 - EPSDT STATE ALLOCATION 
f DATE REF NO. DESCRIPTION FY94/95 FY95/96 FY96/97 FY 97/98 TOTAL REVENUE 

> 

'03/30/98 JE45018 Revenue Reclass, from #61301 510,000.00 (190,424.00) 61,346.00 380,922.00 
04/21/96 DP62446 EPSDT-SGF 45,ooo.oo· 45,000.00 

'06/16/98 DP66208 EPSDT - SGF-Cost Rept Settlement 185,519.00 185,519.00 
TOTAL o.oo 695,519.00 (190,424.00) 1 o&,346.00 11 611,441.00 iJ r.w '-'....--

JOB/2658 - CONSORTIUM FOUNDATION 
EFDATE REF NO. DESCRIPTION FY94/95 FY 95/96 FY96/97 FY97/98 TOTAL REVENUE 

60,000.00 

02/20/98 DP58308 Oct, 1997 to January, 1998 20,000.00 20,000.00 
04/28/98 DP62864 Full payment of contract 40,000.00 40,000.00 

0.00 
0.00 
0.00 

TOTAL 0.00 0.00 o.oo 60,000.00 11 60,000.00 

.101/1765- STATE AIDS CONTRACT 
"-

EFDATE I REFNO. I DESCRIPTION I FY 94/95 I FY95/96 FY96/97 FY97/98 I TOTAL REVENUE 0 ~ 
~ 

...... 
' 

o.oo I ..., .... 
0.00 

I I TOTAL I o.oo I o.oo I o.oo I o.oo i I 0.00 

~1101/2529 - IFR HALF CENT FUND 
'REF DATE I REFNO. I DESCRIPTION I FY 94/95" I FY95/96 FY96/97 FY97/98 !TOTAL REVENUE 

44,000.00 

06/29/98 JE50357 Half Cent Fund - Tmsp Reimbursement 28,313.70 I 28,313.70 

TOTAL I o.oo I o.oo I 0.00 ll 2B,313.7ITT-. 28,313.70 

NOTE: Amounts in brackets are deductions from Revenue Account. Paae No. 6 
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I 
t 
I 

• 

f , 

~ 

.HEAi. ~ERVICES DIVISION 
f;JS C.,~ <EVENUE RECEIVED IN FY 98/99 ., 

06/30/99 
9rev:3xlw 

27-0ct-OO 

61311/1741 • EPSDT STATE ALLOCATION · , 
REF DATE REF NO. DESCRIPTION 

Grant amount 

07/29/98 DP01840 MH EPSDT • FY 98 - 2ND QTR 
11/10/98 DP08656 MH EPSDT ·FY 97 INTERIM 
11/30/98 DP09799 MH EPSDT - FY 98 • 3RD QTR 
02/24/99 DP15290 MH EPSDT ·INTERIM 
04/20/99 DP19173 MH EPSDT -4TH QTR 
06/11/99 DP22742 MH EPSDT 96· 97 FINAL 

TOTAL 

61101/1749 ·OTHER STATE MENTAL HEALTH· PHARMACY & LAB 
~REF DATE I REFNO. I 

06/30/991 JE68026 

DESCRIPTION 

REVENUE ACCRUAL 

TOTAL 

61201/1749 ·OTHER STATE MENTAL HEALTH· MANAGED CARE 
REFDATE REF NO. DESCRIPTION 

11/06/98 JE55896 Reclass to Managed Care 
02/26/99 JE61134 Reclass Mgd Care Allocation 
04/30/99 JE63995 Reclass DP 19635 

TOTAL 

61401/1749 ·OTHER STATE MENTAL HEALTH· T B C B 
REF DATE I REF NO. I DESCRIPTION 

06/30/991 JE68026 REVENUE ACCRUAL 

TOTAL. 

NOTE: Amounts in brackets are deductions from Revenue Account. 

. 

' 

mhneslorl 123data\rev\fy99rev fold 
' 
·99rev 

~ _/ 

3 tJ f & 

FY 95/96 FY 96/97 FY97/98 FY 98/99 TOTAL REVENUE 

47,000.00 
" 

47,000.00 
76,424.00 76,424.00 

112,000.00 112,000.00 
430,692.00 430,692.00 

128,654.00 128,654.00 
183,983.00 183,988:88 

260,407.00 287,654.00 430,692.00 978,753.00 

~ 

FY 95/96 FY 96/97 FY97/98 FY 98/99 I TOTAL REVENUE i 
' 

1,424.572.00 1,424,576:88 

0.00 0.00 1,424,572.00 1,424,572.00 

FY 95/96 FY 96/97 FY 97/98 FY 98/99 TOTAL REVENUE 
1,800, 193.00 

400.00 0.00 400.00 
1,795,029.00 1. 795,029.00 

5,164.00 5,168:88 
0.00 0.00 400.00 1,800, 193.00 1,800,593.00 

FY 95/96 FY 96/97 FY 97/98 FY 98/99 I TOTAL REVENUE 
1,800, 193.00. 

200,000.00 I 200,008:88 

o.oo I o.oo I o.oo I 200,000.00 I I 200,000.00 

P~nf:I Nn ? 
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J . HEALTH. SERVICES AGENCY 

. September 24, 2002 

Mr. Walter Barnes 
Chief Deputy State Controller, Finance 
P.O. Box 942850 
Sacramento, CA 94250 

Re: Handicapped and Disabled Students Draft Audit Report 

Dear Mr. Barnes: 

Encilosed is San Mateo County's response to the draft audit report for the Handic~pped . 
and Disabled Students Claim. We have submitted our response within 30 days of 
adoption of.the State's FY 02-03 budget. · 

Please contact Louise Rogers, Deputy Director, Mental Health Division at 650 573-2531 
if you have any questions regarding our response. 

Sincerely, 
, \. . .{ u. 

~,,_ /Wc·~·-;y 

. Tom Huening 
Controller · 

Enclosure: As stated· 

cc: Jim Spano, Compliance Audits Bureau, State Controller's Office 
Gale.Bataille, Health Services Agency, Mental Health Services ' 

\IE\T.\L llE.\LTll SERHCES OIYISIO:\ 

RECEIVED 

SEP 2 S 2002 
STATE CONlROLLERS OfflCE 

SACRAMENTO 

11 Su111·nt~i1rs: \f·iri.. r1111 r ·t " . 1• _ • .. • - _ · • • . l 1. i<.11:-0l .• 1ruh:-. 1,111~1111. Kkh;inl ~- (,11nhlll • .ll'rl) 11111. \lie-had IJ. \1•\111 • ll1•i1llh s~···,h·r:- 01n~1·1ur: \J.11 !,!.IJ l"I I 
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9/20/02 

San Mateo County Mental Health Services 
Response to SB 90 Audit by California State Controller 

Handicapped and Disabled Sttldents · 
Chapter 1747, Statutes of 1984 
Chapter 1274, Statutes of1985 , 

Tue State Controller's Office conducted a field audit of the Handicapped and Disabled 
Students state mlindated program for the San Mateo County Mental Health Djvision. 
This audit covered three fiscal years: 1996-97, 1997-98 ilnd 1998-99. The total net 
disallowance stated in the draft audit report totaled $7,768,485. 

' 

. Tue County of San Mateo has carefully examined the issues raised in the State 
· Controller's draft findings and v.jShes to rc:Spond to each issue individually. It is hoped 

that upon review of the County's responses the Stat.e Controller will issue a fair and 
equitable final audit report. 

FINDING 1: Claimed costs exceeded amounts.paid to Sen>ice Providers (Disallowance 

A.mount: $518,337) 

. RESPONSE: The County concurs with this finding. 

FINDING 2: Ineligible treatment costs claimed by County (Disallowance Amount: 
™~~ . . 
RESPONSE: The following services disallowed by the State Controller are shown by 
mode and service function code: · · 

• 05/10 Hospital Inpatient - This activity was claimed in error. The County 
concurs with this finding. Reduction amount: $38,894. 

• 05/60 Residential, Other - The County does not concur with this finding. Costs 
included in this category were actually eligible, allowable day treatment service 
costs that were miscoded. Re!luction amount: $76,223. 

• 10120 Crisis Stabilization - This cost was claimed in error. The County concurs 
with this finding. Reduction amount: $3,251. . . , 

• ~ 0160 Skilled Nursing - The County does not concur With this finding. Costs 
mcluded in this category were actually eligible, allowable day treatment service 
costs that were miscoded. Reduction amount: $21,708. 

• 15160 Medication Visits - The County strenuously objects to the State 
Controller's findings and disallowances in this area. Physician and nursing 
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9/20/02 

· activities related to assessment and prescri~ing psychiatric medications, otherwise 
)cnown as medication management, is an el~gible component of this m~d~ted .. 
program. Note that the County did not claun costs for the actual med1cat10?5'. 
which are specifically unallowable AB 3632 costs. State mandated cost claumng 
for medication support activities is supported by the applicable regulations: Title 
2 Division 9, Chapter l of California Code of Regulations, Section G0020; / 
Government Code 7576; and Interagency Responsibilities Code pfRegulations'. 

Reduction·amount: $1,007,332. 

15110 Crisis Intervention-This is another instance of the State Controller's field 
auditor misinterpreting the types of costs categorized under this service function 
code. These services are mental health outpatient services provided in the no~al 

. course of mental health treatment and are included as a subfunction of the "mental 
health services" function-code. Under no circumstances are these services 

· analogous to hospital psyrhiatric emergency vis\!~, which the County agrees 
would no.! be an eligibJe cost. Reduction amount: $224,318. 

FINDING 3: Claimed unit rates exceed the maximum allowable rates (Disallowance 
amount: $308,661) 

. RESPONSE: ·This finding bythe State Controller is fwldanientally flawed iii three 
respects. The first relates to the County's right to reimbursement of the costs of 
performing the mandated activity. The second relates to an existing interpretation by the · 
Commission on State mandates relating to c·apitated rates relating to SB 90 program. The 
third relates to the State Controller's misrepresentation of the Parameters and Guidelines 
for this program. · 

1. Article XIIIB, Section 6 of the State Constitution allows for the reimbursement of the 
. costs of state mandates passed down to local agencies: 

CALIFORNIA CONSTITUTION 
ARTICLE 13B: GOVERNMENT SPENDING LIMITATION 

· . SEC. 6. Whenever the Legislature or any state agency mandates a new program or 
higher level of service on any local government, the State shall provide a subvention of 
funds to reimburse such local government for the costs of such program or increased 
le\•el of service... . 

2 .. The Commission on State Mandates has contemplated the issue of capitated rate; vs. 
full,cost rates in their revised parameters and guidelines for the program known as 
Prisoner Parental Rights (Chapter 1376, Statutes ofl976, Welfare and Institutions 
Code, Sections 366.26 and 300 c, e, f, I and j). The Commission ruled that the 
mandated costs associated with Article XIIIB, Section 6 of the State Constitution 
co_uld not be capitated. at a state-wide level. They ruled that the State was required to 
reim~urse l~c.al agencies for th~ fuH cost rate, and required local governments fo · 
provide additional documentation 1fthey used a rate higher than the average daily jail 

1 
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rate. This .situation is identical. The Department of Justic~, just.like the California 
Department of Mental Health, annually establishes statewide reimbursement rates, 
· otherWise referred to as statewide maximum allowances (SMAs) .. These S~ or 
capitated rates are applicable to many putposes, but they are not to be applied to state 

mandated costs covered under Article XIJIB. 
. .. 

3. In the draft audit findings, the State Controller materially misrepresents what is stated 
in the Parameters and Guidelines by saying, "Parameters and Guidelines states that 
reimbursable costs are governed by the Short-Doyle/Medi-Cal Program." The· 
Parameters and Guidelines refer to the Short-Doyle/Medi-Cal Program in the 

following contexts: 

o IEP participation is not subject to the Short-Doyle Act (Summary of the Mandate)· 
• Provisions of WIC section 5651, subdivision (g), result in a higher level of service 

within the county Short-Doyle prop (Summary of the Mandate) 
• Such mental health services are subject to the current cost sharing fonnula of the 

Short~Doyle Act (90-10 cost sharing). (Summary of the Mandate) 
o Any mental health treatment required by an IBP is subject to the Short-Doyle cost 

sharing fonnula. (Commission on State Mandates' Decision) 
• Reimbursable activities not subject to the ShortcDoyle Act (IBP costS, et al). 

(Reimbursable Costs) · · 
• The scope of the mandate is 100% reimbursement, except that for individuals . 

billed to Medi-Cal only, the Federal Financing Participation portion (FFP) for 
these activities should be deducted from the reimbursable activities not subject to 

the Short-Doyle Act. (Reimbursable Costs) 
• Reimbursable activities subjectto the Short-Doyle Act, or Mental Health 

Treatment Services. (Reimbursable Costs) 
o Scope of mandate is 10% reimbursement 
o Provision of mental health services when required by child's IEP are 10% 

reimbursable: Individual therapy, Collateral therapy and contacts, Group 
therapy •. Day treatment, and Mental Health portion ofresidential treatment 
in excess of the Department of Social Services payment for the residential 

placement. 
• Any other reimbursement for this mandate (excluding Short-Doyle funding, ' 

private insurance payments and Medi-Cal payments), which is received from iany 
source, e.g. federal, state, etc. · .. 

Those are the sum total ofreferences to the term "Short-Doyle" in the· Parameters and 
Guidelines for this program. At no point is it stated or implied that the Short-Doyle · 
program governs the definition of reimbursable costs as the State Controller notes in the 

audit finding. 

The conclusions reached by the State Controller in Finding 3 are without basis or merit. 
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FINDl!\G 4: Treatment costs claimed at 100% instead of 10% (Disallowance amount: 

SB,931,480) 

RESPONSE - The State Controller allowed only 10% of treatment costs related to this 
program, while the CoUnty claimed these costs at I 00%. Since this issue is being 
clarified in budget trailer bill legislation (AB 2999), the County will .reserve comrn~nt 
and discussion on this matter pending the outcome of this legislative effort. 

. . 

FINDING 5: State categorical revenues were not proper[)' deducted from claim cq:sts 
(Disallowance amount: $1,445,570) · · 

RESPONSE: The County concurs with the finding that AB 599 revenue.should have 
been offset from the claimed SB 90 costs. The County does not concur with the finding 
that $2 million EPSDT State Match should have been offset from the claimed SB 90 
costs. The State Controller deducted all suite general fund EPSDT Medi-Cal from the 
claimed SB 90 costs. The County had already offset the SB 90 reimbursement claim by 
the federai share ofEPSDT Medi-Cal, but failed to deduct the state general fund EPSDT 
match. The State Controller incorrectly deducted all EPSDT state general fund revenues, 
even though a significant portion of EPSDT revenue was not Jinked to the AB 3632 
population. The County estimates based on the attached methodology that the correct · 
amount that should be disallowed by tJ:ie State is as follows: 

Based on the recent field audit, we are updating the MIS system .to provide.better tracking 
of AB 3632 linked clients, .services and costs. We have most likely overstated the Medi
Cal revenue linked to AB 3632 se!'Vices and thus, we have actually understated our net 
SB 90 cl<1imable costs in contrast to the State Controller's findings that insufficient Medi
Cal revenues were offset. Only a small percentage of AB 3632 students are Medi-Cal . 
beneficiaries. and thus, the actual state EPSDT revenue offset is likely to be quite· small; 
perhaps 10% or less. 

;uedi-Cal revenue offsets overstated (Restoration amount from the State: $1,966,485) 

RESPO~SE - The State Controller credited the County with the federal share of M~di
C~ revenue that was received for services found to be ineligible for SB 90 
re1mburse_ment. This credit should be adjusted accordingly if the State Controller 
restores disallowed services or costs outlined in this response. 
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Data lo F'-'ule Finding 115, .EPSDT Offset 
San Ma. County Mentai Heallh, FY 94-95, 95-96, 96-97, 97-98 
IEP 3632 Youth Med-Cal Units Above lhe Baseline as Percentage of all <21 Medi-Cal Units Above the Baseline 
Same Percentage Applied to Slate General Fund EPSDT Maleh $ Produces Correct EPSDT Offset of SB 90 Claim •. . 

Units Above Base Units Above Base . . SGFEPSDT 
IEP3632 MC All MC <21 'lo 3632 Related Growth$ 

94-95 Baseline' · · O · O 

SGFEPSDT (OFFSET) 
Growth$ Related to 3632Youth 

95-96 
, 96-97 

97-98 
TOTAL 

218,454 
64,139 
-5,125 

962,985 ' 
571,621 ' 
459,476 

22.69% 
11.22% 
~1.12% 

$479,000 
$611,441 
$978,753 

$2,069,194 

' The baseline Medi-Cal uhils of service. for IEP/3632 youth was 863,354. 
The baseline Medi-Cal units of service for Medi-Cal.beneficiarie5 was 2,372,274. 

Ttie Stale Controller's Office deducted all slate general fund EPSDT Medi-Cal match from the claimed SB 90 costs. 
San Mateo County Mental Health contends only the match corresponding lo services for the IEP/3632 youth . 
should be deducted, and only Iha! portion above the "baseline" year FY 94-95 established by the State. 

MHShared/SB90/IEP _EPSDT _ SummaryforAuditresponse 
9/23/02 8:36 AM 

-·- ·-------- ·- '" .. - -·-·---------
~· 

$108,662 
. $68,607 
-$10,917 
$166,352. 

, 

.· 

. . .,, 

.. 
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... 

Date of data run: 6122/02 'IEP _Medical_ Billed 

Data includes all Medi-Cal services for <21 clients. 

From clie~t episodes ii was determined if a client was 3632 ("IEP"). 

If client"' IEP, then all MediCal services were defined as "IEP Medical". 
Units of services are units of time (per CSI) 

94-95 is baseline year for Slate EPSDT cost settiement (cost of ser\iice to <21· MediCal clients). 
Columns in spreadsheet: 

IEP3632 MC Total Medi-Cal units for 3632 <21 clients. 
All MC <21 

, 

% 3632 Related 
SGFEPSDT$ 

Tola! Medi-Cal units for all <21 clients (3632 and ncin-3632). 
% of total <21 Meal units accounted for by 3632 clients 

Total slate general fund EPSDT match deposits Jn !FAS for each fiscal year (regardless of year earned) 
EPSOT$ settled from the state represent cos!S· for <21 Meal clients above$ spent in 94-95 
~~e~~ . . 

Method: 

SGFEPSDT 

Growth$ Related to 3632Youlh 
Portion of EPSDT r~venue ascribed lo 3632 clients. 

Calculates the proportipn of stale EPSDT revenue for 3632 clienls, based on total.% of -
<21 MedJCaJ units that year for 3632 clients 

. .. 
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COMMISSION ON STATE MANDATES

Mailing List
Last Updated: 7/28/15

Claim Number: 054282I03

Matter: Handicapped and Disabled Students

Claimant: County of San Mateo

TO ALL PARTIES, INTERESTED PARTIES, AND INTERESTED PERSONS:
Each commission mailing list is continuously updated as requests are received to include or
remove any party or person on the mailing list. A current mailing list is provided with commission
correspondence, and a copy of the current mailing list is available upon request at any time. Except
as provided otherwise by commission rule, when a party or interested party files any written
material with the commission concerning a claim, it shall simultaneously serve a copy of the
written material on the parties and interested parties to the claim identified on the mailing list
provided by the commission. (Cal. Code Regs., tit. 2, § 1181.3.)

Socorro Aquino, State Controller's Office
Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3227522
SAquino@sco.ca.gov

Lacey Baysinger, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3240254
lbaysinger@sco.ca.gov

Danielle Brandon, Budget Analyst, Department of Finance
915 L Street, Sacramento, CA 95814
Phone: (916) 4453274
danielle.brandon@dof.ca.gov

Allan Burdick, 
7525 Myrtle Vista Avenue, Sacramento, CA 95831
Phone: (916) 2033608
allanburdick@gmail.com

Gwendolyn Carlos, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3230706
gcarlos@sco.ca.gov

Annette Chinn, Cost Recovery Systems,Inc.
7052 East Bidwell Street, #294, Folsom, CA 95630
Phone: (916) 9397901
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achinncrs@aol.com

Marieta Delfin, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3224320
mdelfin@sco.ca.gov

Patrick Dyer, MGT of America
Claimant Representative
2251 Harvard Street, Suite 134, Sacramento, CA 95815
Phone: (916) 5025243
pdyer@mgtamer.com

Donna Ferebee, Department of Finance
915 L Street, Suite 1280, Sacramento, CA 95814
Phone: (916) 4453274
donna.ferebee@dof.ca.gov

Susan Geanacou, Department of Finance 
915 L Street, Suite 1280, Sacramento, CA 95814
Phone: (916) 4453274
susan.geanacou@dof.ca.gov

Dillon Gibbons, Legislative Representative, California Special Districts Association
1112 I Street Bridge, Suite 200, Sacramento, CA 95814
Phone: (916) 4427887
dillong@csda.net

Justyn Howard, Program Budget Manager, Department of Finance
915 L Street, Sacramento, CA 95814
Phone: (916) 4451546
justyn.howard@dof.ca.gov

Edward Jewik, County of Los Angeles 
AuditorController's Office, 500 W. Temple Street, Room 603, Los Angeles, CA 90012
Phone: (213) 9748564
ejewik@auditor.lacounty.gov

Matt Jones, Commission on State Mandates
980 9th Street, Suite 300, Sacramento, CA 95814
Phone: (916) 3233562
matt.jones@csm.ca.gov

Harshil Kanakia, Administrative Services Manager, County of San Mateo
Controller's Office, 555 County Center, 4th Floor, Redwood City, CA 94063
Phone: (650) 5991080
hkanakia@smcgov.org

Jill Kanemasu, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3229891
jkanemasu@sco.ca.gov

Jay Lal, State Controller's Office (B08)
Division of Accounting & Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
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Phone: (916) 3240256
JLal@sco.ca.gov

Geoffrey Neill, Senior Legislative Analyst, Revenue & Taxation, California State
Association of Counties (CSAC)
1100 K Street, Suite 101, Sacramento, CA 95814
Phone: (916) 3277500
gneill@counties.org

Andy Nichols, Nichols Consulting
1857 44th Street, Sacramento, CA 95819
Phone: (916) 4553939
andy@nicholsconsulting.com

Christian Osmena, Department of Finance
915 L Street, Sacramento, CA 95814
Phone: (916) 4450328
christian.osmena@dof.ca.gov

Arthur Palkowitz, Stutz Artiano Shinoff & Holtz
2488 Historic Decatur Road, Suite 200, San Diego, CA 92106
Phone: (619) 2323122
apalkowitz@sashlaw.com

Keith Petersen, SixTen & Associates
P.O. Box 340430, Sacramento, CA 958340430
Phone: (916) 4197093
kbpsixten@aol.com

Jai Prasad, County of San Bernardino
Office of AuditorController, 222 West Hospitality Lane, 4th Floor, San Bernardino, CA
924150018
Phone: (909) 3868854
jai.prasad@atc.sbcounty.gov

Juan Raigoza, AuditorController, County of San Mateo
555 County Center, 4th Floor, Redwood City, CA 94063
Phone: (650) 3634777
jraigoza@smcgov.org

David Scribner, Max8550
2200 Sunrise Boulevard, Suite 240, Gold River, CA 95670
Phone: (916) 8528970
dscribner@max8550.com

Jim Spano, Chief, Mandated Cost Audits Bureau, State Controller's Office
Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3235849
jspano@sco.ca.gov

Dennis Speciale, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 3240254
DSpeciale@sco.ca.gov
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Evelyn Suess, Principal Program Budget Analyst, Department of Finance
Local Government Unit, 915 L Street, Sacramento, CA 95814
Phone: (916) 4453274
evelyn.suess@dof.ca.gov
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Early and Periodic Screening, Diagnostic,
 and Treatment

 The Early and Periodic Screening, Diagnostic and Treatment (EPSDT) benefit
 provides comprehensive and preventive health care services for children
 under age 21 who are enrolled in Medicaid. EPSDT is key to ensuring that
 children and adolescents receive appropriate preventive, dental, mental
 health, and developmental, and specialty services.

Early Assessing and identifying problems early

Periodic Checking children's health at periodic, age-appropriate
 intervals

Screening Providing physical, mental, developmental, dental, hearing,
 vision, and other screening tests to detect potential problems

Diagnostic Performing diagnostic tests to follow up when a risk is
 identified, and

Treatment Control, correct or reduce health problems found.

EPSDT Services
States are required to provide comprehensive services and furnish all Medicaid
 coverable, appropriate, and medically necessary services needed to correct
 and ameliorate health conditions, based on certain federal guidelines. EPSDT
 is made up of the following screening, diagnostic, and treatment services:

Screening Services

Comprehensive health and developmental history

Comprehensive unclothed physical exam

Appropriate immunizations (according to the Advisory Committee on
 Immunization Practices)

Laboratory tests (including lead toxicity screening 

Health Education (anticipatory guidance including child development,
 healthy lifestyles, and accident and disease prevention)

Vision Services
At a minimum, diagnosis and treatment for defects in vision, including
 eyeglasses. Vision services must be provided according to a distinct
 periodicity schedule developed by the state and at other intervals as
 medically necessary.

Dental Services
At a minimum, dental services include relief of pain and infections,
 restoration of teeth, and maintenance of dental health. Dental services may
 not be limited to emergency services. Each state is required to develop a
 dental periodicity schedule in consultation with recognized dental
 organizations involved in child health.

Hearing Services
At a minimum, hearing services include diagnosis and treatment for defects
 in hearing, including hearing aids.

Other Necessary Health Care Services
States are required to provide any additional health care services that are
 coverable under the Federal Medicaid program and found to be medically
 necessary to treat, correct or reduce illnesses and conditions discovered
 regardless of whether the service is covered in a state's Medicaid plan. It is
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 the responsibility of states to determine medical necessity on a case-by-
case basis. 

Diagnostic Services
When a screening examination indicates the need for further evaluation of
 an individual's health, diagnostic services must be provided. Necessary
 referrals should be made without delay and there should be follow-up to
 ensure the enrollee receives a complete diagnostic evaluation. States
 should develop quality assurance procedures to assure that
 comprehensive care is provided.

Treatment
Necessary health care services must be made available for treatment of all
 physical and mental illnesses or conditions discovered by any screening
 and diagnostic procedures.

State Program Guidelines
State Medicaid agencies are required to:

Inform all Medicaid-eligible individuals under age 21 that EPSDT
 services are available and of the need for age-appropriate
 immunizations;

Provide or arrange for the provision of screening services for all
 children;

Arrange (directly or through referral) for corrective treatment as
 determined by child health screenings; and   

Report EPSDT performance information annually via Form CMS-
416 .

Periodicity Schedule
Periodicity schedules for periodic screening, vision, and hearing services must
 be provided at intervals that meet reasonable standards of medical practice.
 States must consult with recognized medical organizations involved in child
 health care in developing their schedules. Alternatively, states may elect to
 use a nationally recognized pediatric periodicity schedule (i.e., Bright
 Futures). A separate dental periodicity schedule is also required.

Developmental and Behavioral Screening
Periodic developmental and behavioral screening during early childhood is
 essential to identify possible delays in growth and development, when steps to
 address deficits can be most effective. These screenings are required for
 children enrolled in Medicaid, and are also covered for children enrolled in
 CHIP.  This CMS Fact Sheet  describes CMS resources to support states in
 ensuring enrolled children receive these screenings. Birth to 5: Watch Me
 Thrive!, a joint effort between the Department of Health and Human Services
 and the Department of Education, provides additional resources to support
 states, providers and communities to increase developmental and behavioral
 screening of young children.

Lead Screening
CMS has updated its Medicaid lead screening policy for children eligible for
 EPSDT services.  For more information, see the June 2012 Informational
 Bulletin .  CMS recognizes that lead poisoning continues to be a problem
 for a small share of low-income children.  To improve screening of children
 most at risk for lead exposure, CMS is aligning Medicaid lead screening policy
 with current recommendations of the Centers for Disease Control and
 Prevention (CDC).  The new policy encourages a targeted screening
 approach in States that have sufficient data to support this action.  We have
 developed materials to assist States with the process of determining their lead
 screening approach going forward.  CMS and CDC have developed guidance
 and process  for States that want to request to move to a targeted
 screening approach.  Interested States should send requests and supporting
 documentation to the EPSDT mailbox at EPSDT@cms.hhs.gov, with the
 subject line: "Request for Use of Targeted Lead Screening."

EPSDT Strategy Guides to Support States with the Medicaid
 Benefit for Children and Adolescents
In 1967, Congress introduced the Medicaid benefit for children and
 adolescents, known as Early and Periodic Screening, Diagnostic and
 Treatment (EPSDT). The goal of this benefit is to ensure that children under
 the age of 21 who are enrolled in Medicaid receive age-appropriate screening,
 preventive services, and treatment services that are medically necessary to
 correct or ameliorate any identified conditions – the right care to the right child
 at the right time in the right setting. This broad scope supports a
 comprehensive, high-quality health benefit.  States share responsibility for
 implementing the EPSDT benefit with the Centers for Medicare & Medicaid
 Services. (For more information, see "What You Need to Know about

605

http://www.medicaid.gov/medicaid-chip-program-information/by-topics/benefits/downloads/form-416.zip
http://www.medicaid.gov/medicaid-chip-program-information/by-topics/benefits/downloads/form-416.zip
http://brightfutures.aap.org/index.html
http://brightfutures.aap.org/index.html
http://www.medicaid.gov/medicaid-chip-program-information/by-topics/quality-of-care/downloads/cms_fact_sheet_dev_screening.pdf
http://www.acf.hhs.gov/programs/ecd/watch-me-thrive
http://www.acf.hhs.gov/programs/ecd/watch-me-thrive
http://www.medicaid.gov/federal-policy-guidance/downloads/cib-06-22-12.pdf
http://www.medicaid.gov/federal-policy-guidance/downloads/cib-06-22-12.pdf
http://www.medicaid.gov/medicaid-chip-program-information/by-topics/benefits/downloads/targetedleadscreening.pdf
http://www.medicaid.gov/medicaid-chip-program-information/by-topics/benefits/downloads/targetedleadscreening.pdf
mailto:EPSDT@cms.hhs.gov
http://www.medicaid.gov/medicaid-chip-program-information/by-topics/benefits/downloads/what-you-need-to-know-about-epsdt.pdf


Early and Periodic Screening, Diagnostic, and Treatment | Medicaid.gov

http://www.medicaid.gov/Medicaid-CHIP-Program-Information/By-Topics/Benefits/Early-and-Periodic-Screening-Diagnostic-and-Treatment.html[7/14/2015 3:46:19 PM]

 EPSDT ".)

As one outcome of a National EPSDT Improvement Workgroup, the Center for
 Medicaid & CHIP Services is developing a set of strategy guides, each on a
 specific topic, to support states and their partners as they implement the
 EPSDT benefit.  Each strategy guide identifies specific, doable approaches to
 improve access, utilization and quality of care for children and adolescents
 enrolled in Medicaid. Examples of state successes are offered along with web-
based links to resources, tools and more in-depth.

The first four guides in the series are:

EPSDT - A Guide for States: Coverage in the Medicaid Benefit for
 Children and Adolescents

Keep Kids Smiling: Promoting Oral Health Through the Medicaid
 Benefit for Children & Adolescents

Paving the Road to Good Health: Strategies for Increasing Medicaid
 Adolescent Well-Care Visits

Making Connections: Strategies for Strengthening Care Coordination in
 the Medicaid Benefit for Children & Adolescents

EPSDT Data
The Form CMS-416  is used by CMS to collect basic information on State
 Medicaid and CHIP programs to assess the effectiveness of EPSDT.  See
 Form CMS-416 instructions .  States must provide CMS with the following
 information:

1. Number of children provided child health screening services

2. Number of children referred for corrective treatment

3. Number of children receiving dental services

4. State's results in attaining goals set under section 1905(r) of the Social
 Security Act.

CMS-416 Instructions  (Version 3, Updated 11/17/2014)

Webinar Slides on CMS-416 Instructions  (12/11/2014)

Crosswalk of CPT Codes to CDT Codes (01/22/2015)

CMS-416 Final Revised Instructions: Questions and
 Answers  (02/19/2015)

Electronic Form CMS-416 (Excel) . To request a 508-version of the
 form, please email EPSDT@cms.hhs.gov.

FY 2014 Data  (as of 7/9/2015. Includes updated data from PA.
 Missing data from 4 states)

FY 2013 Data  (as of 10/22/14)

FY 2012 Data  (as of 10/22/14)

FY 2011 Data  (as of 1/07/14)

FY 2010 Data   (as of 11/19/14)

FY 1995-2009 Data

National EPSDT Improvement Workgroup
In December 2010, CMS convened a National EPSDT Improvement
 Workgroup that included state representatives, children's health providers,
 consumer representatives, and other experts in the areas of maternal and
 child health, Medicaid, and data analysis. The members of the group will help
 CMS identify the most critical areas for improvement of EPSDT. The group,
 which meets periodically throughout the year, will also discuss steps that the
 federal government might undertake in partnership with states and others to
 both increase the number of children accessing services, and improve the
 quality of the data reporting that enables a better understanding how effective
 HHS is putting EPSDT to work for children.

A federal government managed website by the Centers for Medicare & Medicaid
 Services. 7500 Security Boulevard Baltimore, MD 21244

Home
Helpful Links Stay Connected with CMS
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Department of Health Care Services 

Medi-Cal Services 
for Children and 
Young Adults:

Early & Periodic Screening, 
Diagnosis & Treatment
Mental Health Services

This notice is for children and 
young adults (under age 21) who 
qualify for Medi-Cal EPSDT services 
and their caregivers or guardians

 

What are EPSDT Services?

•	 EPSDT	mental	health	services	are	Medi-Cal	
  services that correct or improve mental health  
	 problems	that	your	doctor	or	other	health	care		 	
	 provider	finds,	even	if	the	health	problem	will	not		
	 go	away	entirely.	EPSDT	mental	health	services	are		
	 provided	by	county	mental	health	departments.
•	 These	problems	may	include	sadness,		
	 nervousness,	or	anger	that	makes	your
	 life	difficult.
•	 You must be under age 21 and have full 
 scope Medi-Cal to get these services.

How to get EPSDT Services for yourself 
(under age 21) or your child

Ask	your	doctor	or	clinic	about	EPSDT	services.	You	
or	your	child	may	receive	these	services	if	you	and	
your	doctor,	or	other	health	care	provider,	clinic	
(such	as	the	Child	Health	and	Disability	Prevention	
Program),	or	county	mental	health	department	
agree	that	you	or	your	child	need	them.	You	may	
also call your local county mental health 
department	directly.	The	call	is	free.

Types of EPSDT Services
 
Some of the services you can get from your county 
mental	health	department	are:

•	 Individual	therapy
•	 Group	therapy
•	 Family	therapy
•	 Crisis	counseling
•	 Case	management
•	 Special	day	programs
•	 Medication	for	your	mental	health
 
Counseling	and	therapy	services	may	be	provided	in	
your	home,	in	the	community,	or	in	another	location.
 
Your	county	mental	health	department,	and	your	
doctor	or	provider	will	decide	if	the	services	you	ask	
for	are	medically	necessary.
 

County mental health departments must 
approve your EPSDT services.
  
Every	county	mental	health	department	has	a	toll-
free phone number that you can call for more infor-
mation	and	to	ask	for	EPSDT	mental	health	services.
 

What are EPSDT
Therapeutic Behavioral Services?
 
Therapeutic	Behavioral	Services	(TBS)	are	an	EPSDT	
specialty	mental	health	service.	TBS	helps	children	
and	young	adults	who:
•	 Have	severe	emotional	problems;
•	 Live	in	a	mental	health	placement	or	are	at	risk	
	 of	placement;	or
•	 Have	been	hospitalized	recently	for	mental	health		
	 problems	or	are	at	risk	for	psychiatric	
	 hospitalization.

If	you	get	other	mental	health	services	and	still	feel	
very	sad,	nervous,	or	angry,	you	may	be	able	to	have	
a	trained	mental	health	coach	help	you.	This	person	
could	help	you	when	you	have	problems	that	might	
cause	you	to	get	mad,	upset,	or	sad.	This	person	
would	come	to	your	home,	group	home	or	go	with	
you	on	trips	and	activities	in	the	community.
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Your	county	mental	health	department	can	tell	
you	how	to	ask	for	an	assessment	to	see	if	you	
need	mental	health	services	including	TBS.

Who can I talk to about EPSDT
mental health services?

Your	doctor,	psychologist,	counselor,	social			
worker,	or	other	health	or	social	services	provider	
can	assist	you	with	finding	EPSDT	mental	health		
services.	For	children	and	young	adults	in	a		
group	home	or	residential	facility,	talk	to	the		
staff	about	getting	additional	EPSDT	services.

For	children	in	foster	care,	consult	the	child’s		
court-appointed	attorney.	You	can	also	call	your	
county	mental	health	department	directly.	
(Look	in	your	phone	book	for	the	toll-free	
telephone	number,	or	call	the	Department	of
Health	Care	Services	Mental	Health	
Ombudsman’s	Office).

What if I don’t get the services I want from 
my county mental health 
department?

You	can	file	an	appeal	with	your	county	mental	
health	department	if	they	deny	the	EPSDT	services	
requested	by	your	doctor	or	provider.		You	may	also	
file	an	appeal	if	you	think	you	need	mental	health	
services	and	your	provider	or	county	mental	health	
department	does	not	agree.

Call	the	county	mental	health	department’s	toll-free	
number	to	talk	to	a	Problem	Resolution	(grievance/
appeal)	coordinator	for	information	and	help.	You	
may	also	call	the	county	patients’	rights	advocate,	
or	the	Department	of	Health	Care	Services,	Mental	
Health	Ombudsman	Office.

You	can	ask	for	a	state	hearing	within	90	days	after	
exhausting	the	county	mental	health	department’s	
appeal	process	by	doing	one	of	the	following:

•	 Call:  1-800-952-5253,	or
	 	 for	TTY	1-800-952-8349;

•	 Fax:		 916-651-5210;	or	916-651-2789

•	 Write:		 California	Department	of	Social	Services,
  State Hearings Division
	 	 P.O.	Box	944243,	Mail	Station	9-17-37
	 	 Sacramento,	CA	94244-2430.	 	
 

Where can I get more information?

For	more	information	please	contact	the	following	
offices	at	the	telephone	numbers	below.
 

County Mental Health Department
toll–free access number
Look	in	your	local	phone	book

Department of Health Care Services 
Mental Health  Ombudsman’s Office
1-800-896-4042

Department of Health Care Services website 

www.dhcs.ca.gov

For	additional	information	about	mental
health	and	EPSDT,	please	go	to	the	following	
webpages:

www.dhcs.ca.gov/services/mh
www.dhcs.ca.gov/services/mh/pages/EPSDT.aspx
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Legislative Analyst's Office

Analysis of the 200102 Budget Bill

Department of Mental Health (4440)
The Department of Mental Health (DMH) directs and coordinates statewide efforts for the treatment of
mental disabilities. The department's primary responsibilities are to (1) administer the Bronzan
McCorquodale and LantermanPetrisShort Acts, which provide for the delivery of mental health
services through a statecounty partnership and for involuntary treatment of the mentally disabled; (2)
operate four state hospitals; (3) manage state prison treatment services at the California Medical Facility
at Vacaville and, beginning next year, at Salinas Valley State Prison; and (4) administer nine community
programs directed at specific populations.

The state hospitals provide inpatient treatment services for mentally disabled county clients, judicially
committed clients, clients civilly committed as sexually violent predators, and mentally disordered
offenders and mentally disabled clients transferred from the California Department of Corrections.

The budget proposes $2 billion from all funds for support of DMH programs in 200102, which is an
increase of almost 12 percent above estimated currentyear expenditures. The budget proposes $953
million from the General Fund, which is an increase of $75 million, or 8.6 percent, above estimated
currentyear expenditures. Reimbursements that would be received by DMH—largely MediCal funding
passed through to community mental health programs—would increase $135 million or about 15 percent.

The overall increase in DMH expenditures is primarily due to (1) the expansion of the Early and Periodic
Screening, Diagnosis, and Treatment program (EPSDT) for children with emotional problems; (2)
increases in caseload and provider rate increases for managed care plans providing community mental
health treatment; and (3) special repairs, new alarm systems, and projects for Americans with Disabilities
Act (ADA) compliance at state hospitals.

The EPSDT Program Costs Still Soaring

The costs for providing mental health services under the Early and Periodic Screening, Diagnosis, and
Treatment program (EPSDT) for emotionally disturbed children are growing by 28 percent per year.
This situation has resulted in a request in the MediCal budget for a $126 million budget increase for
the program in 200102 (about $61 million General Fund and $64 million federal funds). Despite the
projection by the Department of Mental Health that this rapid growth rate will continue for at least
several more years, state officials overseeing the program have not assessed whether the services being
provided by counties to individual EPSDT clients are appropriate given the relative severity of their
mental conditions. We recommend approval of the funding request. However, we further recommend
that the Legislature initiate field audits to better understand the reasons why costs are escalating and
consider options to help ensure that the program operates in the future with appropriate incentives for
providing necessary services and controlling costs.
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Background

The EPSDT program was established as a mandatory Medicaid service in 1967, and expanded by federal
law in 1989. Under EPSDT, states are required to provide a broad range of screening, diagnostic, and
medically necessary treatment services to MediCal beneficiaries under age 21, even if the treatment is
an optional service under a state's Medicaid plan. The requirements apply to mental as well as physical
health care and are intended to correct or improve conditions that could be more expensive to treat later
in life. About 120,000 clients per year received EPSDT services in 199899, the most recent year for
which complete DMH data were available. In this analysis, we focus exclusively on EPSDT mental
health services.

Budget Proposal. Under the Governor's 200102 budget proposal, total spending on basic EPSDT
services would reach $563 million in the budget year. Of that sum, counties would contribute about $128
million of their available mental health funding for EPSDT services. The federal government and the
state General Fund would, respectively, provide an additional $224 million and $212 million through the
Department of Health Services (DHS) MediCal budget to support the program. (State and federal
support for EPSDT are displayed as reimbursements within the DMH budget.)

In addition to the $563 million provided for basic EPSDT services, the 200102 budget proposes a $12
million augmentation (consisting of the reimbursement of about $5.9 million General Fund and $6.2
million federal funds from the DHS MediCal budget) to provide therapeutic behavioral services under
the EPSDT program. This separate budget request is intended to provide for state compliance with a
federal court order mandating the provision of these more intensive outpatient services for certain atrisk
youth.

Rising EPSDT Costs a Continuing Concern

State Costs Could Double in Three Years. In our Analysis of the 199900 Budget Bill, we voiced concern
about the rapid escalation of costs in basic EPSDT mental health services. We remain concerned due to
the continued growth in program costs since that time. If the 200102 budget for basic EPSDT services is
approved as proposed, annual state expenditures on the program will have increased by almost $200
million within seven years. As indicated in Figure 1, the state's contribution to the program will have
increased 15 times over since 199596, when it was providing about $13 million annually to support the
program. If this expenditure trend were to continue, state costs for the program could more than double
within the next three years to almost $525 million annually.
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County support for the program has grown more modestly due primarily to a 199596 interagency
agreement between DMH and DHS that provides state matching funds for most of the nonfederal growth
in EPSDT program costs. The counties' contribution to support of the EPSDT program—often referred to
as the county baseline—is periodically adjusted for inflation and other cost factors. During 200102, state
costs for EPSDT are projected to increase about $57 million, or 37 percent, compared to estimated
currentyear expenditures. County expenditures would go up about $4.3 million, or 3.5 percent.

The expansion of EPSDT mental health services initially came as the result of the settlement of federal
litigation. The DMH has indicated that overall EPSDT costs have risen dramatically since that time
because of a number of factors, including (1) growing participation by counties in the program, (2)
growing caseloads within those participating counties, (3) increases in the services provided for clients,
and (4) increased costs for providing those client services due to provider rate increases.

Inadequate Fiscal Incentives for Cost Control. The current costsharing arrangement between the state
and counties was initially meant to be a shortterm agreement until EPSDT program costs stabilized. We
are concerned, as we noted in our 199900 Analysis of the Budget Bill, that this costsharing arrangement
does not provide counties with the fiscal incentive to use EPSDT funds in the most costeffective
manner, such as by implementing a rigorous utilization review of the services provided. Under the
present arrangement, the entities primarily responsible for the administration of EPSDT programs—
county mental health systems—bear relatively little of the responsibility for increases in program costs.

Our concern is based, in part, on DMH data indicating the costs and caseloads of EPSDT programs
within individual counties. That data show significant increases in EPSDT costs and clients over time.
For example, the average annual payment per EPSDT client increased about 40 percent between 199495
and 199899. During the same period the number of clients almost doubled to about 120,000. The data
also show that the costperMediCal eligible for EPSDT tripled over five years.

The data also document some significant disparities among counties in their average expenditures for the
program even within the same regions of the state. For example, the data indicate that one coastal
Southern California county, Santa Barbara, spent an average of $5,200 per EPSDT client in 199899,612
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more than three times as much as the $1,700 per client spent in San Diego County.

There may be appropriate reasons for these disparities, such as variations in client needs among mental
health systems. But these disparities in spending amounts could indicate that some counties might be
using EPSDT resources inappropriately, such as by providing more intensive services than needed for
children with less serious mental health treatment needs.

Unfortunately, DMH has not yet gathered data that would allow it to determine whether the services
being provided by counties to individual EPSDT clients are appropriate given their mental health
treatment needs. As a result, the state does not know whether more intensive and more expensive
services than medically necessary are being provided to some EPSDT clients. Without such information,
the Legislature cannot determine whether the 28 percent average annual increases in the budget for basic
EPSDT services are warranted.

State Could Take Steps to Address Rapid Growth in Program Costs

Analyst's Recommendation. Given the legal mandates facing the state for the provision of such services,
we recommend that the Legislature approve the 200102 budget request for additional funding for basic
EPSDT services, as well as the additional request for funding for EPSDT therapeutic behavioral services.
We further recommend that the Legislature initiate field audits of county EPSDT programs to better
understand why EPSDT costs have grown so significantly and why these costs vary so widely among
counties. For this purpose, the Legislature could direct that either DMH, DHS (as the state agency
primarily responsible for the MediCal program), or the Bureau of State Audits review samples of
EPDST cases in selected counties to verify that only medically necessary services are being provided to
clients in a costeffective manner. The audit findings would be reported to the Legislature.

Because of our concern over the continuing escalation in EPSDT program costs, we further recommend
that the Legislature consider options that we believe would help ensure that county mental health systems
have appropriate fiscal incentives for management of the $563 million EPSDT program. We discuss
these options below.

Counties Could Share Cost of Growth. One approach the state could take to address the concern over
the rapid escalation of EPSDT costs would be to change the way the state and counties share in the cost
of providing these services. As we noted earlier, while counties contribute substantial baseline funding
for support of the EPSDT program, they collectively contribute a relatively small share of the costs
resulting from program growth and thus, have little fiscal incentive to control increases in cost. One
remedy might be to modify the interagency agreement between DMH and DHS to require that counties
pay a larger share of any growth in EPSDT program costs, thereby giving them greater incentive to
carefully manage these expenditures.

Requiring the local mental health systems to pay a larger share of the cost of EPSDT program growth
does raise the concern that a financial hardship might be imposed upon counties. This concern could be
addressed, however, by offsetting the projected increase in county costs for the upcoming fiscal year with
an equivalent reduction in the county baseline contribution to the EPSDT program. For example, the state
and counties might agree that the counties would pay a 20 percent share of the nonfederal increase in
EPSDT program costs during 200102—now projected to be about $12 million—with the understanding
that the counties would receive an offsetting $12 million reduction in their baseline contribution to the
EPSDT program.

Our analysis indicates that, under such an approach, counties would have a greater fiscal incentive to
manage EPSDT expenditures more effectively. That is because they would be able to shift any net
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savings achieved in their mental health systems through better management of these costs to other
community mental health programs that were a local priority. To return to our prior example, if improved
fiscal management meant that counties only needed to spend $8 million of their $12 million allocation
for the program on EPSDT services, they would be able to use the remaining $4 million at their
discretion for other mental health programs.

The overall amount the state would otherwise spend on EPSDT services would not change substantially
during the first year of the new arrangement. The savings to the state from county acceptance of a greater
share of the costs of EPSDT growth would be spent to offset a commensurate reduction in county
baseline expenditures. However, in subsequent fiscal years, the state could achieve significant net
savings potentially amounting to tens of millions of dollars to the extent that tighter county management
of the program slowed the trend of dramatic increases in EPSDT expenditures. One further option for the
Legislature would be to test such an arrangement with one or several counties as a pilot project to
examine the impact, if any, of such a change on EPSDT program expenditures.

Realignment Options. In our analysis of the statecounty realignment (in The 200102 Budget:
Perspectives and Issues), we offer another option for the Legislature to address the rapid growth in the
cost of EPSDT mental health services. Specifically, we propose that the counties accept additional fiscal
responsibility for EPSDT in trade for receiving additional state tax revenues to support community
mental health programs.

Under this option, county mental health systems would (similar to the proposal outlined earlier) be
required to accept a greater share of the cost of growth in the EPSDT program. Rather than adjust county
baseline contributions to EPSDT, however, the realignment option would allocate additional state tax
revenues to county mental health programs. These additional tax revenues would be allocated each year
automatically by statute and would not be subject to the annual state appropriations process, much the
same way realignment revenues are currently distributed. In order for this approach to work, the
additional tax revenues shifted to counties would have to equal or exceed the EPSDT costs that would be
shifted to county mental health systems.

We believe this option, as well, would provide counties with a fiscal incentive to manage EPSDT
expenditures more effectively. This is because any county savings achieved from improved management
of the EPSDT program would not reduce a county's future realignment tax allocation from the state.
Thus, any savings could be shifted to other mental health programs that were deemed to be a local
priority.

Incorporate Into Managed Care Allocations. At some point in the future, when EPSDT expenditures are
no longer growing so rapidly, the Legislature may wish to consider incorporating EPSDT funding into
the allocations that are now provided separately to counties for mental health managed care programs.
This approach would effectively treat EPSDT like other MediCal mental health services that are
provided by counties under a managedcare approach in which they are paid by the state at a capitated
rate. We believe that such an approach could encourage counties to more carefully monitor the utilization
of EPSDT services. This approach may not be feasible at present, however, because of concerns that the
consolidated managed care and EPSDT allocations would be insufficient to keep pace with the dramatic
growth in the EPSDT program.

Conclusion

In considering the options we have offered in this analysis, the Legislature should bear in mind that some
of these proposals represent alternative courses of action that do not work in combination with each
other. For example, if counties accepted a greater share of the cost of growth in the EPSDT mental health
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services as part of a revised realignment effort, the Legislature would probably not pursue the alternative
approach of reducing county baseline funding for the program.

Other proposals may complement each other. We believe there would be no conflict, for example,
between adopting our recommendation to initiate field audits of EPSDT programs and making other
changes in the statecounty partnership for the provision of EPSDT mental health services.

Community Services Program Issues

Realignment Revisited—An Evaluation of the 1991 Experiment in StateCounty Relations

In 1991, the state enacted a major change in the state and local government relationship, known as
realignment, which affected a variety of health and social services programs, including significant
changes in the provision of mental health services. Our review of realignment ten years later found
that it has largely been a successful experiment in the statecounty relationship, with some areas for
improvement. We recommend a number of proposed changes to strengthen realignment, including
changes that would affect community services for the mentally ill.

Please see "Part IV" of The 200102 Budget: Perspectives and Issues, for our discussion of realignment
and our recommendations to strengthen this tenyearold experiment in the operation of health, social
services, and mental health programs.

Report on Treatment Resources for OutofHome Placements Overdue

We recommend that the Legislature require the Department of Mental Health to report at budget
hearings on the status of its findings regarding the availability of resources to assess and treat
children in, or at risk of, outofhome placement, as required by 1998 state legislation.

Background. Chapter 311, Statutes of 1998 (SB 933, Thompson), instituted significant reforms of the
foster care system. Among these reforms, it expanded county mental health agencies' target populations
to include children in, or atrisk of, foster care placement to the extent resources were available. It also
required that DMH develop an estimate of the extent to which resources were available to provide mental
health assessment and treatment to children in, or atrisk of, foster care placement. Chapter 311 required
that the estimate be developed by June 1, 1999, and include an identification of specific resource gaps in
the delivery of mental health services to this population.

Analyst's Recommendation. The estimate required by Chapter 311 is necessary to determine the
adequacy of existing resources to meet this target population expansion. As a result, we recommend that
the Legislature require DMH to report at budget hearings on the status of these estimates so that the
Legislature can determine the extent to which available resources are adequate to implement the
assessment and treatment objectives set forth in Chapter 311.

Institutions for Mental Diseases (IMDs) Project Could Be Funded With Federal Grant

We recommend that funding for Institutions for Mental Diseases transition pilot projects be reduced
by $333,000 General Fund, with a corresponding increase in federal funds by $333,000, due to the
availability of federal grant funds for such projects.

Institutions for mental diseases are institutions providing longterm nursing and psychiatric care that are
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operated and funded primarily by counties under statelocal realignment. The DMH budget includes a
request for $1 million from the General Fund in 200102 and the two subsequent fiscal years to seek
community placement for individuals now in IMDs. We discuss the proposal, as well as our
recommendation to seek federal grant funding to help reduce the General Fund cost of the projects, in the
"Crosscutting Issues" section of this chapter of the Analysis. We propose a $333,000 reduction from the
General Fund and a corresponding increase in federal funds for the projects.

State Hospital Issues

Other Funding Available for ADA Projects

We recommend the deletion of $7.6 million from the General Fund requested in the budget year for
Americans with Disabilities Act (ADA) compliance projects at Metropolitan State Hospital because
insufficient information has been provided to the Legislature to justify the funding request and
because funding for such ADA projects has already been set aside in the current fiscal year. (Reduce
Item 44400110001 by $7.6 million.)

Budget Proposal. The budget proposes a onetime General Fund allocation of $20 million in the support
budget of DMH for various special repair projects, as well as projects to bring facilities into compliance
with the ADA. Of that total proposed funding, about $12.4 million would be provided to address a
backlog of special repair projects at each of the four state hospitals, with the remaining $7.6 million spent
on projects to bring Metropolitan State Hospital facilities into ADA compliance. The ADA projects
include widening doors; installing ramps and handrails; and modifying drinking fountains, showers, and
restrooms.

Insufficient Information on ADA Request. We do not have any concerns at this time with the proposal
for $12.4 million for special repair funding. We are concerned, however, that the information provided
by DMH in support of the ADA compliance projects is insufficient to justify the $7.6 million budget
request. A detailed cost summary for the Metropolitan State Hospital projects, dated June 15, 2000,
indicated that the ADA projects would cost about $6.1 million, or about $1.5 million less than is now
requested in the budget.

In response to questions about this discrepancy, DMH has provided our office with a revised project
estimate indicating that the full cost will be the budgeted amount. However, the revised cost estimate
does not provide updated cost information for the specific projects that are proposed or indicate how their
overall cost has escalated about 25 percent in six months. Without such information, the Legislature
cannot determine whether the funding level requested is appropriate.

Other Funding Available for ADA Compliance. We are also concerned that the DMH budget request
does not appear to take into account the availability in the current year of other state funds for such
projects. Item 9906 of the 200001 Budget Act provided a total of $60 million, including $20 million
from the General Fund, to ensure that state buildings are accessible to the disabled. At the time this
analysis was prepared, we were advised that the funding had not been allocated by the Department of
Finance (DOF) for any specific projects. Thus, this funding would appear to be available for the ADA
compliance efforts at the Metropolitan State Hospital, making any budgetyear appropriation to DMH
unnecessary.

Analyst's Recommendation. Because of the concerns discussed above, we recommend approval of the
$12.4 million requested for special repair projects but deletion of the $7.6 million for ADA compliance
efforts at Metropolitan State Hospital.
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Our recommendation need not delay these projects, and could in fact expedite their completion, by
making funding available at an earlier date. If, as the administration indicates, these ADA projects are a
high priority for the state, they should be supported from the $20 million General Fund amount already
appropriated for such projects in the current year. In applying for these funds to the DOF, DMH should
provide justification for the $7.6 million requested, including updated cost information for the specific
projects that are proposed and an explanation of how their overall cost has escalated about 25 percent in
six months.

Security and Alarm Proposal

We withhold recommendation on $7.6 million requested in the support budget to install personal
security alarm systems at various institutions because it is not clear how the request is related to
various capital outlay requests. The department should report to the Legislature at the time of budget
hearings with a complete security plan which identifies the coordination among projects and how each
will be implemented.

Budget Proposal. The budget includes a total of about $7.6 million to install and upgrade the personal
alarm systems at Atascadero, Metropolitan, and Patton State Hospitals. Personal alarms are devices that a
staff member can activate to ensure that other staff provide assistance in dangerous or potentially life
threatening situations to protect themselves, patients, or visitors. An additional $901,000 is also requested
under the department's capital outlay program (Item 44403010001) to install personal alarms at the
same three institutions. Thus, the budget includes a total of over $8.5 million to change the personal
alarm systems at three hospitals.

Coordination of Projects Needed. While it is important to have appropriate security systems at these
facilities, DMH has not identified how the separate proposals will be coordinated, or to what extent the
proposals address the department's overall security needs. In order for the systems to work properly
within each institution, the projects need to be properly planned and coordinated to ensure the resulting
security system addresses the institutions' needs. To accomplish this, the work should be planned,
designed, and installed as a single project at each institution. The fragmented proposals in the budget do
not give the Legislature the information it needs to assess the separate requests.

Analyst's Recommendation. As we further discuss in the "Capital Outlay" chapter of this Analysis, we
recommend that prior to budget hearings DMH provide clarifying information to the Legislature. This
information should include at least the following for each institution:

A detailed analysis of the current personal alarm system throughout the institution.
A detailed analysis of the current personal alarm security plan for the entire institution.
The scope of work for each project.
How the projects are related and how the projects address the institution's personal alarm security
needs.
How the projects will be coordinated through planning, design, and construction

Pending receipt and review of this information, we withhold recommendation on the $7.6 million
requested under Item 44400010001.

Administrative Issues

Health Insurance Portability and Accountability Act (HIPAA)
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We recommend that $2.4 million ($1.2 million General Fund and $1.2 million in reimbursements)
requested to implement federal regulations issued under the Health Insurance Portability and
Accountability Act (HIPAA) be deleted from the Department of Mental Health (DMH) budget but
funded instead from a special budget item to further legislative oversight of HIPAA compliance
activities. We further recommend approval within the DMH budget of the nine staff positions
requested to implement the federal regulations.

We discuss the HIPAA compliance proposal, as well as our recommendation for shifting the funding for
this new activity to Item 9909 of the 200102 Budget Bill, in the Crosscutting Issues section of this
chapter of the Analysis.

Return to Health and Social Services Table of Contents, 200102 Budget Analysis
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5 Introduction 
This chapter covers claiming performed outside the SD/MC system. It includes: 

• Inpatient Psychiatric Facilities (Non-Contract) 

• Outpatient Claiming 

• AB 3632 Children’s Services 

• Administrative, Utilization Review, and Medi-Cal Administrative Activities 
Claiming 

• Annual Year-end Cost Report 

5.1 Inpatient Psychiatric Facilities (Non-Contract) 

This section is related only to those Psychiatric Inpatient Hospitals that do not contract 
with any MHP.  

Psychiatric inpatient managed care Medi-Cal claiming continues to be processed 
through the DHCS Fiscal Intermediary Management Division. This process begins when 
a county-authorized representative approves a mental health inpatient provider’s 
Treatment Authorization Request (TAR). The DHCS fiscal intermediary claiming system 
matches the claims to the TARs and adjudicates the claim. This system supports the 
submission, approval and payment of claims for Mental Health Medi-Cal Psychiatric 
Inpatient Fee-For-Service providers. TARs are governed by DHCS policy and 
procedures. See the Inpatient Mental Health Services Program section under the Medi-
Cal Inpatient/Outpatient Provider Manual66 for information on TARs67 and related billing.  
Subsequently, the inpatient provider bills the DHCS Fiscal Intermediary Management 
Division for Medi-Cal reimbursement. This type of inpatient billing is never billed directly 
from a county through DMH. 

5.2 Outpatient Claiming 

Between November 1997 and July 1998 MHPs assumed responsibility for inpatient 
hospital and outpatient specialty mental health professional services. County 
representatives provide authorization for mental health outpatient services by external 
providers and bill DMH Mental Health Medi-Cal for reimbursement. This billing must 
conform to all DMH requirements.68  

5.3 AB 3632 Children’s Services 

Assembly Bill 3632 (AB 3632) Children’s Services is relevant to this manual since 
counties must compile related AB 3632 Medi-Cal statistics for use in Cost Reporting to 
DMH. 

                                                 
 
66 Retrieved July 1, 2008 from: http://files.medi-cal.ca.gov/pubsdoco/io_manual.asp. 
67 Retrieved July 1, 2008 from: http://files.medi-cal.ca.gov/pubsdoco/publications/masters-

mtp/part1/tar_z01.doc. 
68 Cal. Code Regs., Title 9, Division 1, Chapter 11, Subchapter 4, Article 3, § 1840.304. 
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The Special Education Pupils (SEP) program69 implements the Federal Individuals with 
Disabilities Education Act (IDEA)70 that entitles disabled pupils to a free and appropriate 
public education in the least restrictive environment. The California Department of 
Education is responsible for SEP. 

The original legislation for funding mental health services to SEP children (AB 3632) was 
passed in 1985. The final State regulations were adopted in 1999. The SEP program is 
codified in CCR, Division 9 of Title 271 as dictated by U.S. Government Code (USC), 
Title 20, Chapter 33.72 

Special education pupils who require mental health services in any of 13 disability 
categories may receive services from county mental health programs. To be eligible to 
receive services, they must have a current Individualized Education Plan (IEP) on file. 
Services must align with the child’s needs identified in the IEP so children will benefit 
from educational programs. They are free to all eligible students regardless of family 
income or resources. For additional information about this program, visit the California 
Department of Education website on Special Education services.73 The National 
Dissemination Center for Children with Disabilities (NICHY)74 is one source for additional 
programmatic information regarding IDEA/IEP program implementation. 

County mental health departments may provide eligible special education pupils with 
mental health assessments, mental health service recommendations, and mental health 
services. Mental health services include: psychotherapy provided to the pupil individually 
or in a group, assessments, collateral services, medication monitoring, intensive day 
treatment, day rehabilitation, and case management (when residential treatment is 
required). These services must be consistent with the IEP on file during the time of any 
related service delivery. 

County mental health clients who are AB 3632-eligible may/may not be Medi-Cal-
eligible. In cases of Medi-Cal eligibility there are no special Mental Health Medi-Cal 
claiming requirements. A Mental Health Medi-Cal 837 transaction has no embedded 
information that indicates the claim specifically relates to an AB 3632-eligible child. 
However, DMH CSI reporting does have specific requirements related to identifying AB 
3632 children’s services. See DMH CSI documentation related to CSI AB 3632 reporting 
requirements. For the Phase II Mental Health Medi-Cal claiming system, an indicator 
such as a Not to Exceed (NTE) field is under consideration for AB 3632 services to 
indicate the Mental Health service is being provided based on a child’s IEP. 

There are no requirements specific to processing an AB 3632 Mental Health Medi-Cal 
claim. Nevertheless, Cost Report settlement with SEP funding and California Senate Bill 
90 (SB 90)75 claims for state-mandated reimbursements require information on AB 3632 
Medi-Cal costs and receivables. So each county must be able to distinguish AB 3632 
Medi-Cal claims from other Medi-Cal claims information. This is required to maintain an 

                                                 
 
69 Cal. Code Regs., Division 9, Title 2, § 60000. 
70 20 U.S.C., Chapter 33, § 1400 et seq. 
71 Cal. Code Regs., Division 9, Title 2, § 60000. 
72 20 U.S.C., Chapter 33, § 1400 et seq. 
73 Retrieved July 1, 2008 from: http://www.cde.ca.gov/sp/se/  
74 Retrieved July 1, 2008 from: http://www.nichcy.org/training/contents.asp#toc  
75 Property Tax Relief Act of 1972, SB 90, California State Legislature (1972). 
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accurate classification of AB 3632 Mental Health Medi-Cal claims and to avoid improper 
claiming to SB 90 or DMH SEP funding. 

5.4 Administrative, Utilization Review, and Medi-Cal Administrative Activities 
Claiming  

Administrative, Utilization Review, and Medi-Cal Administrative Activities (MAA) claiming 
are part of overall county Medi-Cal claiming opportunities. However, they are not 
specifically claimed through the SD/MC 837 transaction claiming system. 

Administrative and Utilization Review costs are not included in rate setting calculations 
for maximum Mental Health Medi-Cal reimbursement rates. Neither do the 837 
transaction claims provide a vehicle for interim county funding of these costs. They are 
treated as separate costs to process apart from the actual SD/MC 837 transaction claim. 

DMH provides counties interim funding for Administrative and Utilization Review costs 
related to service delivery through paper claim form submission. These paper claim 
forms are the MH1982 B (Administrative costs) and MH1982 C (Utilization Review 
costs). DMH Letters No.: 05-1076 and 05-1177 contain the most recent DMH directives on 
Administration and Utilization Review claiming. 

A county may/may not submit MH1982 B and MH1982 C forms during a fiscal year in 
order to receive interim funding. In either case, settlement of actual Administrative or 
Utilization Review costs occurs during the fiscal end of year Cost Reporting process. 

Activities claimed under MAA are activities necessary for the proper and efficient 
administration of the Medi-Cal program. They are found under Mode of Service 55 and 
are never part of an SD/MC 837 transaction claim. Invoices are submitted quarterly 
through paper claim submissions using the MH 1982D claim form. Instructions regarding 
county requirements for MAA planning development and claiming are found in the DMH 
MAA Instruction Manual maintained by the DMH Cost Reporting and Financial Support 
Unit. 

5.5 Annual Year-end Cost Report 

The annual year-end DMH Cost Report is required to be completed by all legal entities 
that contract with the MHP to provide community mental health services (Medi-Cal and 
non-Medi-Cal). The Cost Report serves multiple purposes including establishment of the 
MHP’s cost settlement basis and subsequent DMH fiscal audit. The basis for both cost 
settlement and fiscal audit is established in the Cost Report process by determining the 
allowable costs and allocating those costs between direct service (i.e. unit cost by Mode 
of Service and Service Function code), Administrative, Utilization Review, Research and 
Evaluation and MAA cost centers. 

Annual training is provided by DMH on the Cost Report process. In order to access 
complete instructions for the Cost Report process found in the Cost and Financial 
Reporting System Instruction Manual,78 counties must enroll with DMH Information 
                                                 
 
76 Retrieved July 1, 2008 from: http://www.dmh.ca.gov/DMHDocs/docs/letters05/05-10.pdf  
77 Retrieved July 1, 2008 from: http://www.dmh.ca.gov/DMHDocs/docs/letters05/05-11.pdf  
78 Retrieved July 1, 2008 from: https://mhhitws.cahwnet.gov/systems/cfrs/docs/private/cfrs_manual.asp  
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